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HE increase in loans of member banks of the Federal 
Reserve System on securities has been one of the most 
striking of recent banking developments. Since the early 
months of 1927 over 70 per cent. of the increase in loans 
of reporting member banks has been in this category. Since the 
credit inflation of 1920, this class of loans has doubled, while the 
others stand at the same level as nine years ago. The chief explana- 
tion of this divergence, says Davin FRinay, in an article, “Market 
CHANGES AND CrEDIT DEMAND,” to appear in the SEPTEMBER issue, 
is found in the growing number and proportion of the securities of 
manufacturing and merchandising corporations listed on the stock 
exchange. These were formerly the principal borrowers on com- 
mercial loans; now their stocks are available for loans. Formerly 
stock exchange listings were large railroads, mines and public util- 
ities. Those industries borrowed little from banks. In recent 
years, however, former commercial borrowers have been getting 
funds from the sale of stocks and the owners of these securities 
have done the borrowing for them. Dr. Friday is associated with 
the investment banking house of A. G. Becker & Co. and is rec- 
ognized as one of the country’s leading economists. Dr. Friday’s 
article in the JuLy issue of THE BANKERS MAGAZINE, “CREDIT 
DEFLATION IN A Business Boom,” which was widely quoted in the 
press of the country, is replied to elsewhere in this issue of the 
Magazine by two New York economists, NorMAN MERRIMAN and 
ArTHUR WOLKISER of the Ungerleider Financial Corporation. 


In his article, “INVESTMENT Trust YARDSTICKS,” to appear in the 
SEPTEMBER issue, WALTER N. Durst will discuss statistical factors 
available as aids to the investor in determining the relative merit 
of many existing investment trusts and investment companies. To 
the older indices, such as the percentage of earnings on the average 
resources, the percentage of expenses, capital structure, earnings 
on common, ete., have been added two new indicators. The author 
will point out why these new indices, where available, are of con- 
siderable immediate importance to the investor. Mr. Durst has for 
some years specialized in investment trust analysis. He is asso- 
ciated with a leading New York statistical organization. 


{Continued on page xIv} 
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Surplus about R.M. 40,000,000 


All Banking Transactions 


Extensive Trade Information Service 


Cable address for main offices and branches 


“HANSEATIC” 


Represented in New York by Konrad von Ilberg, 50 Broadway 





THE BANKERS MAGAZINE 


The Bank’s 


=” Premises 
At Kingston, 


Mf Z Sd). 
. \ \\ \ \ 
3 \ 
Ti a ul 
uy y { fil ih Jamaica 
>= fas Pk Oe 2 ay a. 
= 3 i — a). ) 


i 
fil MI 
4 


» =e 


lm. 





-| fs 
‘\ ve 
_ fa 


sss ES a> 
See a —<—SS- = 
ae Beto 


Sa 


Exceptional Facilities 
in the West Indies 


BANKS having collection business on West 

Indian points will find useful information 

on stamp duties and collection rates in our 
booklet ‘ West Indies Collections ”. 

Our New York Office at 49 Wall Street, will 


be glad to furnish copies on request. 


24 Branches in Cuba, Porto Rico, Dominican Republic 
and Jamaica. 


298 Branches in Canada and Newfoundland. 


BANK OF NOVA SCOTIA 


ESTABLISHED 1832 


Capital . ’ ‘ ‘ - $10,000,000 
Reserve , , ; ‘ 20,000,000 * 
Total Assets over . “ .- 275,000,000 


New York Agency: 49 Wall Street 
P. W. Murphy, F. W. Murray, Agents 
Branches also at Boston and Chicago 
London, Eng., Branch— 
108 Old Broad Street, E. C. 2 
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“AN increasing body of business statesmen and monetary experts,” 
says NorMAN LomsarpD, in his article, “THE FUTURE oF Money 
VALUE,” to appear in the SEPTEMBER issue, “is coming to take the 
view that the component of all the forces tending to move the price 
level either up or down may be neutralized and the price level made 
to pursue the even tenor of its way, at least so far as its major 
gyrations are concerned, by increasing or decreasing, as conditions 
may dictate, the volume of money and credit in circulation. This 
will seem to some a far reaching and astonishing statement. Not 
before we had learned the lessons taught by observing the results 
of the monetary policies incident to the war could such a statement 
have been made with any convincing authority. Not without the 
development of modern statistical devices, such as the index number, 
and the improvement of central banking technique, including redis- 
count control and open market operations, would it have been 
possible to enunciate such a principle in the hope that it would form 
the basis of future policies in monetary administration.” Mr. Lom- 
bard has long been a keen student of monetary stabilization. 


IN his article, “Trust Prospect Costs,” to appear in the SEPTEM- 
BER issue, THEODORE TEFFT WELDON will discuss the following five 
fundamental points relative to the development of a prospect for 
trust business: What methods can the bank or trust company use 
to discover these prospects; how does the cost of various methods 
compare; are all inquiries indicative of genuine interest; how shall 
the sale of trust service proceed after the prospect is discovered; 
and, to what extent has the sale been made before the prospect 
discloses himself? The author defines a trust prospect as one who 
has notified the bank that he is interested—not merely one who is 
supposed to be interested. This article is the fourth of a series of 
articles which the author is writing for THE BANKERS MaGaZzINE 
on the general subject of trust new business development. Mr. 
Weldon was for several years advertising manager of the Northern 
Trust Company of Chicago, and is now president of the Chicago 
financial advertising concern of Weldon & Baldwin. 
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Editorial Comment 


THE SEARCH FOR PEACE 


year, when plans for the holidays 

are uppermost in the mind, one 
might well hope to be spared considera: 
tion of such weighty matters as 
reparations, disarmament, freedom of 
the seas, naval parity, and the tariff. 
But, unfortunately, events in recent 
weeks have effectually disposed of this 
hope. Few similar periods in late years 
have promised so much for the immedi- 
ate future of world history. 

In the first place, after a long session 
the conference of experts at Paris 
reached an agreement respecting repara- 
tions, and the Young Plan is now to 
supersede the Dawes Plan, provided the 
governments concerned approve the 
work done by the experts at Paris. 

The ratification of this plan will re- 
move a disturbing element from the 
international situation, and will tend to 
establish world peace and prosperity 
upon a firmer basis than has existed of 
late. 

Our people have been reproached, 
both at home and abroad, for “‘selfish- 
ness” and lack of interest in the welfare 
of other lands. But it is worth noting 
that the two measures devised for 
settling one of the most troublesome 
problems of the war bear American 
names. Nor have we aided alone by 
our technical help in this matter. We 
made a solid contribution in carrying out 
the Dawes Plan, as we shall no doubt 
do in regard to its successor. 

The Young Plan has been formulated 
by experts after long deliberation, and 
ay opinion in regard to it would not 

of much value. It remains for the 


Doe the heated season of the 


statesmen of the world to render the 
plan effective. Since the plan must, to 
a considerable extent, represent com- 
promises made in order to render it 
acceptable to the nations most directly 
concerned, the ratification of the meas- 
ure must be expected as a matter of 
course. 

It would seem to be a reasonable con- 
clusion, therefore, that the reparations 
question, while not settled for all time, 
is in a fair way of being disposed of 
for the present, and may be disregarded 
—or at least relegated to a minor place 
—in considering world relations in the 
near future. There remains, of course, 
the work of carrying out the details 
of the plan, but this should not be be: 
yond the skill of international finance. 
So much, in a general way, for repara- 
tions. 

Next we come to “disarmament.” In 
considering this movement it may be 
said at the outset that it is described by 
a misleading term. No one of the great 
powers of the world is thinking of dis- 
arming. They are discussing the 
feasibility of entering into an arrange: 
ment for reducing armaments, and more 
especially for ending the race for naval 
supremacy. This is something totally 
different from disarmament. The latter 
term implies reaching the goal of the 
extreme pacifist—something entirely im- 
practicable in the existing state of world 
relations. In fact, it may be doubted 
whether the time is opportune for the 
limited reduction of armament now con- 
templated. There is unrest in India, 
chaos in China, menace in Russia, and 
much distrust among the nations of 
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Europe. That our own country is uni- 
versally loved, no one conversant with 
the actual state of world opinion can 
for a moment believe. Just now we are 
specially disliked for the impending in- 
crease in the tariff, of which more will 
be said later. 

It may be contended that a state of 
affairs like that described above is one 
in which “disarmament” is desirable; 
that in a time of inflamed public opinion 
people should not be allowed to go 
around carrying guns. But may it not 
be said with equal truth that the means 
for fighting fire should not be lessened 


at a time when the danger from fire is 
greatest? 


From a practical standpoint the whole 
matter resolves itself into this one ques- 
tion: Do heavy armaments and military 
preparations in themselves engender 
wars? If they do, no time should be 
lost in reducing these activities to the 
lowest point consistent with proper na- 
tional defense. No satisfying answer to 
this question has as yet been given. Take 
the recent great catastrophe; Germany 
may have entered upon war because of 
her preparedness, but might she not 
have been restrained from doing so had 
she considered her actual and potential 
enemies equally or better prepared? 


Until we have the right answer to 
this question, the wisdom of “dis- 
armament™ cannot be fully established, 
however much it may be applauded on 
grounds of economy and sentiment. 

Meanwhile, preceding physical “dis- 
armament,” and as a proper preparative 
for it, mental disarmament may go on 
unhindered. This course was advocated 
at length in these pages long before it 
received the approval of such dis- 
tinguished statesmen as President Cool- 
idge and Sir Austen Chamberlain. 


Much talk has been heard of late of 
our relations with England, especially as 
regards the “freedom of the seas” and 
“naval parity.” The first of these mat- 
ters belongs in the realra of diplomacy, 
and need not be discussed here. We 
must understand, however, that what 


we are contending for—the right of a 
neutral to trade with a belligerent in 
time of war—may under certain cir 
cumstances work against this country. 

The aim of establishing a formula of 
naval parity between this country and 
England is to stop the race between the 
two countries in building ships of war. 
Unless the fear existed, on one side or 
the other—or on both sides—that such 
ships were to be used in a conflict be- 
tween the United States and Great 
Britain, the relative strength of the two 
navies would be a matter of no concern 
to either country. We are taking coun: 
sel of our fears, as has been the case 
with most of the recent treaties and 
pacts. The world is searching eagerly 
and frantically for some exact formula 
of words that can be relied on to prevent 
war. Only to the extent that such a 
formula represents a determination to 
put its terms into practice can it be 
relied on as effective. 

Now a few words about our tariff 
policy. Perhaps only those who have 
lived much abroad of late can under- 
stand how deep is the hostility, espe- 
cially in Europe, created by recent pro 
posals to increase our tariff duties. This 
hostility will probably have exactly the 
contrary effect to that intended, as it 
will be interpreted by Congress as a 
threat made for the purpose of prevent: 
ing the raising of existing duties. 

Clearly, it is the business of Congress 
to legislate primarily for the welfare 
of the American people, not for the 
world at large. As regards the tariff, 
there is one practical question: Are 
higher tariff duties, under present condi 
tions—in several respects different from 
those of the past—consistent with the 
national welfare? Determined efforts 
are being made by a number of foreign 
countries to decrease or to prohibit en- 
tirely the importation of American 
goods. This may be a bluff, though it 
does not look that way. Should foreign 
countries be able practically to exclude 
American imports, we should find our 
selves shut up in our domestic market. 
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The percentage of foreign to domestic 
trade is small, but the importance of 
our export trade is nevertheless very 
great. 

But our European friends might well 
await the action of Congress on the 
tariff before deciding to boycott Ameri- 
can goods. As yet the tariff has not 
been increased. Should it be, the effect 
may not be quite so direful as now pre- 
dicted. Once before, when our tariff 
was increased, there was great perturba- 
tion in England over the effect on ex- 
ports to this country. It was predicted 
that such trade would be ruined. The 
late Dr. Walter Leaf, the distinguished 
chairman of the Westminster Bank, 
London—whose delight was to puncture 
popular fallicies— presented statistics 
showing that under the higher tariff 
English trade with the United States 
had actually increased. In trade, peo- 


ple are apt to have their way despite 
imposed by legislative 


the obstacles 
authority. 
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THE SILVER LINING 
Be the bankers who are lounging 


by the seashore, climbing moun- 

tains, fishing, or playing golf, need 
not be too much cast down by the 
rather serious aspect of the grave prob- 
lems discussed above. Not for long does 
the gaiety of nations remain eclipsed. 
Just when we are all ready to weep, 
some unlooked-for happening will cause 
a gale of laughter to sweep over the 
country. What rejoicings there were 
in the Republican camp last November, 
when returns came in showing that 
several Southern states had transferred 
their political allegiance and had voted 
for Mr. Hoover. Then along came the 
revelations of Bishop Cannon's Wall 
Street dealings, and Mrs. Hoover's tea 
party—the latter likely to have political 
consequences hardly inferior to those of 
its predecessor at Boston. Not since the 
days of the Rev. Dr. Burchard have 
the righteous been so cast down. 


The new small size currency being examined at the Bureau of Engraving and Printing 
in Washington, D. C. This is one of the few pictures ever taken in the Bureau of 
Engraving. 





Do Decreased Deposits Mean Credit 


Deflation? 


New York Economists Question New Theory Set Forth by Dr. David 
Friday in July Issue of THE BANKERS MAGAZINE 


By NorkMAN MERRIMAN and ARTHUR M. WOLKISER 
Economists for Ungerleider Financial Corporation 


THE BANKERS MAGAZINE for 

July, has put forth a new eco- 
nomic theory—namely that a decrease 
in bank deposits means credit deflation. 
His article, which has been given wide 
publicity, states that for the last thir- 
teen months “we have been passing 
through a period of marked credit de- 
flation.” He reaches this conclusion 
primarily because the deposits of the 
reporting member banks of the Federal 
Reserve System, which are located in 
101 leading cities of the country, de- 
clined about $1,200,000,000 in the 
period from May 2, 1928, to May 28, 
1929. 

In support of his theory Dr. Friday 
says “the Federal Reserve Act itself 
furnishes the most conclusive evidence 
that credit expansion is represented by 
the deposits and not by loans and in- 
vestments. It requires every member 
bank to keep a legal reserve with the 
Federal Reserve bank. This reserve 
is computed on its deposits, not on its 
loans.” But this analogy loses sight of 
the fact that a loan made by a mem- 
her bank is an asset, while a deposit is 
a liability. It is difficult to find any 
reason for requiring a bank to main- 
tain a reserve against its assets, but 
there is every logical reason for the 
maintenance of a reserve against lia- 
bilities in the form of deposits which 
may be drawn at any time. Conse- 
quently, we cannot see that the Fed- 
eral Reserve Act furnishes any evi- 
dence whatever that credit expansion 
is represented by deposits rather than 
by loans and investments. 


Di DAVID FRIDAY, writing in 


WHEN IS BANK CREDIT CREATED? 


According to the theory of Dr. Fri- 
day, “when a bank credits a given 
customer’s account, bank credit comes 
into being.” This may be true in one 
case and quite false in another. If 
John Jones deposits in his bank $1000 
which he had previously been carrying 
in his pocket, no bank credit comes 
into being at all. On the other hand, 
if Jones borrows $1000 from the bank, 
the bank has thereby created a credit 
of this amount. 

In our opinion, deposits are no real 
measure for the volume of bank credit 
outstanding. We maintain that bank 
credit comes into being, not when a 
bank credits a customer’s deposit ac- 
count, but on the contrary when it 
charges a customer's loan account. 
When a deposit is made the customer 
has extended a credit to the bank, and 
not the bank to the customer. To 
show that increased and decreased de- 
posits often fail to reflect increased 
and decreased volume of bank credit, 
let us look at a few examples: 


EXAMPLES OF DEPOSITS AND. CREDITS 


1. A customer borrows $10,000 
from his bank. This increases the loan 
and deposit accounts to the amount of 


$10,000 each. So far deposits and 
loans are increased identically and there 
is no reason for using deposits instead 
of loans as a measure for the volume 
of credit outstanding. The next day 
the customer withdraws $10,000 cash. 
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This decreases the bank’s deposits and 
decreases cash although no change in 
the volume of credit has occurred. The 
bank’s deposits show a decrease of $10,- 
000. The loans outstanding have not 
changed through the cash withdrawal. 
Loans rather than deposits are a true 
measure for the volume of credit out- 
standing. 


2. A bank in the United States 
ships $1,000,000 gold to Europe. This 
transaction is recorded on the books of 
the bank by a decrease in deposits and 
a decrease in its balance with the Fed- 
eral Reserve bank. No credit has been 
cancelled or extended by this transac- 
tion. Nevertheless, if we took de- 
posits as a true measure of the volume 
of credit outstanding, we should come 
to the conclusion that the American 
bank, sending a million dollars of gold 
to Europe, has by so doing actually 
decreased the volume of credit granted 
by it. 

3. A European bank sends a mil- 
lion dollars of gold to the United States 


and deposits it with its correspondent 
This transaction is expressed on the 
books of the American bank by an in- 
crease in its deposits and in its balance 


with the Federal Reserve bank. If we 
took deposits as a true measure for the 
volume of credit outstanding we should 
assume that the American bank which 
received the deposit had increased the 
credit granted by it, which is actually 
not the case. 


4 A bank decides to increase its 
capital and offers stock to its share- 
holders. The purchasers pay for the 
stock by drawing on their bank de- 
posits. The bank credits these with- 
drawals to capital account, which is 
thereby increased. Deposits have thus 
been reduced, but the amount of bank 
credit outstanding remains unchanged. 

Other examples of this lack of re- 
lation between changes in deposits and 
changes in bank credit could be cited, 
but the above should be enough to 
show that bank deposits cannot be 
taken as a measure of the volume of 
outstanding bank credit. 
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DR. FRIDAY’S SUPPORTING FIGURES 


In support of his deflation theory, 
Dr. Friday cites figures to show that 
the Federal Reserve index figure of 
industrial production has risen from 
107. in the summer of 1927 to 120 in 
May of this year, which should have 
necessitated a proportionate increase in 
the volume of bank credit. In the ab- 
sence of such an increase (as computed 
by his standards) he argues that there 
has been deflation. The use of this 
yardstick—the rate of growth of in- 
dustry and trade—for determining 
whether there has been inflation or de- 
flation, leaves out of consideration the 
matter of the velocity of credit. One 
of the outstanding features of the 
famous English bullion report pub 
lished in 1810 was the recognition of 
the fact that the volume of trade was 
no sound standard for measurement of 
the volume of currency and credit re- 
quired. Factors which have a most 
important bearing on the present ques 
tion of inflation and deflation include 
the increased efficiency of our stock of 
money and credit brought about py 
the increasing totals of brokerage loans 
for the account of “others,” by* ye 
translation of loans made by banks irto 
capital of corporations, by the increased 
use of bank acceptances as a means of 
financing short term credit require 
ments, as well as by other means. 


COMMODITY PRICES AND INFLATION 


In former days the most definite evi 
dence of inflation was found in in 
creased prices of commodities. Today 
we are experiencing tremendous activity 
in business, although commodity prices 
in general are close to the lowest point 
since the war period. Instead of 
speculating in commodities, manufac 
turers and merchants have recently 
been “speculating” by investing funds 
in enlarging their productive or dis 
tributive capacity. The effect of such 
entirely legitimate business expansion— 
as shown quite conclusively by Henry 
Dunning MacLeod as far back as 
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seventy or eighty years ago—may be to 
cause industrial depression if it is not 
followed by adequate increases in con- 
sumption. 

Dr. Friday’s statement that the last 
year has probably been the first time 
in financial history that credit has 
actually been deflated in the boom 
phase of the business cycle, is a state- 
ment which might provide investors 
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with a sense of security which we feel 
unjustified by the material presented in 
support of his argument. Only a care- 
ful study of the various factors bearing 
on the question of inflation or deflation 
in the United States during the last 
year or two would provide adequate 
evidence to justify investors in believ- 
ing that the country is now in a stage 
of inflation or deflation. 


Survey of Stock and Bond Financing 
for First Six Months of 1929 


SHARP increase in stock offerings 
largely offset the great decline 


in the volume of bond and note 
issues in the first six months of this year, 
and the total of new security financing 
was within 10 per cent. of the record 
breaking volume of the first half of 1928, 
according to the monthly investment 
review of Lawrence Stern and Com- 
pany, investment bankers of Chicago 
and New York. 

Shifting of the interest of investors 
from bonds to stocks, the review said, 
was indicated by the fact that the vol- 
ume of the former declined 33 per cent. 
while stock financing increased about 
47 per cent. 

Figures compiled in the review showed 
that new financing offered to the invest- 
ing public in the United States during 
the first half of this year totalled 
$5,340,394,254 as compared with 
$5,944,867,012 in the same period of 
1928. Of this amount, bond and note 
offerings, including state, municipal and 
tax exempts totalled $2,873,396,324 
while stock issues aggregated $2,466,- 
997,930. 

The following tabulation by the 
statistical department of Lawrence 
Stern and Company shows the volume 
of new financing in bonds and stocks 
during the first half of 1929 as com- 
pared with 1928: 


Foreign .... 


Real Estate. . 


First half 
1929 
. -$2,873,396,324 
. 2,466,997,930 


First half 
1928 
$4,261,860,200 
1,683,006,812 


Bonds 
Stocks 





Total ...$5,340,394,254 $5,944,867,021 


Of the total amount of financing dur- 
ing the first half of the year nearly 50 
per cent. ‘was originated by New York 
investment houses whose offerings aggre’ 
gated $2,679,809,545. Chicago houses 
originated new issues aggregating $632,- 
460,030. Boston, Philadelphia and San 
Francisco followed in volume in order 
named. 

All classes of bond offerings registered 
declines for the first six months as com- 
pared with the same period of a year 
ago. The largest decrease was in the 
volume of foreign issues, which aggre- 
gated less than half of the 1928 total. 
Industrials followed closely with a loss 
of 48 per cent., real estate 36 per cent., 
public utility offerings 18 per cent., tax 
exempts 18 per cent. and railroads 
totalled slightly less than last year. 


1929 
Tax Exempt $670,893,674 
Public Utility 699,596,000 
468,992,800 
453,507,700 
276,061,150 
304,345,000 


1928 
$814,731,300 
854,123,000 
946,349,000 
899,876,000 
428,425,900 
318,355,000 


Industrial .. 
Railroad ... 
Total 


eee $2,873,396,324 $4,261,860,200 





Inventory Control and Verification 


An Authoritative Discussion, of Practical Interest to the Banker, 
Concerning Ways and Means of Assuring Verification of an 
Item of Major Importance in the Balance Sheet 


By C. O. WELLINGTON 
Of Scovell, Wellington & Company 


ITHIN the last year and a half 

\ x / no subject before the account- 

ing profession has received so 
much attention as that of responsibility 
for inventory verification. Bankers and 
bank credit men have been watching 
developments closely, for they have long 
been acutely conscious of the need for 
inventory verification. They know that 
the inventory, because of its being 25 
per cent. to 50 per cent. of the working 
capital, and because of its possible effect 
in the way of inflated or understated 
profits, is an item of major importance. 
They know, too, that no other balance 
sheet item is more difficulf to verify, or 
more susceptible to misrepresentation; 
or more affected by supreme optimism or 
an unwillingness to face unpleasant 
facts; or, when the personal interests 
of the client are better served, by 
excessive conservatism. 

Three decades ago banking was more 
on the basis of personal relationships, 
and few, if any, statements were re- 
quired from borrowers. With the 
growth of accounting and the develop- 
ment of credit analysis, however, bank- 
ers have come to realize the value of 
certified statements, and they have 
looked with an increasingly critical eye 
upon the treatment of inventories in 
such statements. They are concerned 
with quantitative aspects of an inven- 
tory — whether it is excessive, normal 
or depleted —because of the effects 
upon cash, turnover, purchasing, etc. 
Likewise they are interested in qualita- 
tive aspects— whether stable, perish- 
able or obsolete — because of the effects 
upon sales. Before bankers can reach 
any sound conclusions on either quan- 
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titative or qualitative points, however, 
they need the fundamental assurance of 
accuracy in count and valuation. For 
such assurance they naturally look to 
the auditor, the disinterested profes 
sional man who is on the ground, and 
they desire to know exactly what he 
did to verify the inventory or, if he did 
nothing, why he passed over such an 
important item. 


SPEEDING UP VERIFICATION IDEA 


The progressive banker and the pro 
gressive public accountant meet on com- 
mon ground in this matter but ultra- 
conservative bankers and public ac 
countants have been prone to attach too 
much importance to objections based on 
out-of-date facts, illogical generalities or 
selfish motives. In spite of this fact the 
idea of inventory verification has been 
developing; but the development would 
be. speeded up if all bankers were more 
conversant with the technical aspects of 
the matter and were more enthusiastic in 
their support of what the progressive 
public accountants are seeking to attain. 

What progressive public accountants 
want is proper control of the inventory 
during the current period of operations, 
and the proper verification of the inven- 
tory used on the financial statements for 
the period. Such a responsibility for the 
inventory, however, has a vital con’ 
nection with the practical work of both 
the private and the public accountant, 
for the work which the private accoun- 
tant does or should do in connection with 
the inventory has a material bearing 
upon what the public accountant may 
do. So at the outset I shall discuss the 
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question of responsibility from the point 
of view of the private accountant, first 
under the condition of periodic physical 
inventories, and second under the condi- 
tion of continuous inventory control. I 
shall then take up the general matters 
involved in inventory verification from 
the point of view of the public accoun- 
tant, with particular attention to the dif- 
ferent conditions of physical inven- 
tories or continuous inventory control. 


PHYSICAL INVENTORY PLANNING 


Fundamentally the responsibility of 
the private accountant in regard to a 
physical inventory is to see that it re- 
sults in an accurate figure for his ac- 
counting purposes. ‘This responsibility 
covers two distinct points, inventory 
planning and inventory taking. Of 
course, plans and procedures differ with 
different organizations and different 
lines of business or industries, and 
obviously no one system of inventory 
taking can be devised which will in all 
details be applicable to every case. 
Nevertheless there are certain general 
points to which attention should be di- 
rected in every physical inventory. 


Physical inventory planning should 
cover all pre-inventory steps, from the 
decision as to the date of the inventory 
and the shut-down of the plant (which 
is limited or even eliminated by per- 
fected inventory planning and taking) 
to the most orderly rearrangement of 
materials and supplies to facilitate the 
work on the inventory date. A work: 
sheet or diagram should be prepared to 
show each department or division to be 
inventoried, the géneral nature and the 
extent of the goods (raw materials, 
supplies, work-in-process or finished 
goods) in each, the number of employes 
to be used in making the count, and the 
estimated time required for completion. 
Inventory tags should be serially num- 
bered (with possibly different series or 
letter designations for different depart- 
ments), and these should be written up 
as far as possible in advance as to loca- 
tion and description of article to be 
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counted. Arrangements should be made 
for the listing of tags on inventory sheets 
as soon as the counts are completed, for 
pricing and extending the entries on the 
inventory sheets, and for having all this 
clerical work suitably checked. 

Running beside all this preliminary 
work, of course, is the preparation of, 
detailed instructions covering the issu’ 
ance, use and return of tags, and the 
procedure to be followed in all depart: 
ments by participating employes both 
before and after the inventory date. 
Every material aid ready, and every 
employe fully acquainted with his 
responsibility — that should be the re- 
sult of pre-inventory planning. 


WORK AT INVENTORY DATE 


On the inventory date the responsi- 
bility of the private accountant lies 
along the line of seeing that the pro- 
cedure already developed for determin- 
ing and recording the quantities of goods 
on hand is functioning properly, and 
also seeing that due attention is paid 
to matters — such as goods in receiving 
and shipping rooms, obsolete goods, and 
work-in-process — which can best be 
considered at the time of actual in- 
spection. 

In accordance with the inventory 
schedule, the work of counting, measur- 
ing or weighing the goods on hand (raw 
materials, supplies, work-in-process or 
finished goods) should be carried on by 
designated employes in each department, 
the quantities being recorded on the in- 
ventory tags as the work progresses. 
The tags should then be lifted and listed 
on inventory sheets, both being sent to 
the main office; or, if the listing on the 
inventory sheets-is to be done at the 
main office, the tags should be lifted 
and sent there. In either case all tags 
issued must be accounted for, used or 
unused. It is desirable too, in most 
cases, that the tag be made with a de- 
tachable numbered coupon which may 
be left at the location of the goods, in 
order that the private accountant (or 
the public accountant checking inde- 
pendently) may make as many test 
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checks as he pleases of the determina- 
tion of quantities. 


Goods in the receiving room which 
came in on the inventory date or shortly 
before, and goods in the shipping room 
prepared for shipment on the inventory 
date or shortly before, should in each 
case be segregated, and the private ac- 
countant should see that such goods 
are listed separately, in order that they 
may receive special consideration in con- 
nection with the inventory cut-off. 
Moreover, the private accountant, after 
having laid special emphasis upon in- 
structions pertaining to the reporting of 
obsolete or slow-moving goods, goods 
still carried in discontinued lines, and 
goods held on consignment, should make 
sufficient tests on inventory date to 
satisfy himself that proper attention is 
being paid to these matters. 


GETTING THE FINAL FIGURE 


An accufate physical count or meas’ 
urement of goods on hand having been 
secured on inventory date in accordance 
with the pre-inventory plan, the next 
step is to adjust the inventory list on 
the basis of ownership. In other words, 
the private accountant must be careful 
to see that the inventory list includes 
goods shipped out on consignment, 
goods owned by the company but stored 
in outside warehouses, or company goods 
temporarily in the possession of another 
company for further processing (e.g., 
cloth to be bleached or finished, hosiery 
to be dyed, etc.). Contrariwise, he 
must be careful to exclude from the list 
goods received on consignment. More- 
over, he should ascertain what goods 
have been pledged as collateral on loans, 
in order that such goods, though still in 
the inventory, may be properly ear- 
marked on the balance sheet. 

Then, too, the private accountant 
should consider the correctness of the 
inventory cut-off. From the point of 
view of purchases, it is essential that all 
goods, the title to which has passed to 
the company, shall be in the inventory 


(as goods in transit, if not actually re- 
ceived), and that the liability therefor 
shall be included among the accounts 
payable. If title has not passed, then 
the goods should give rise to neither an 
inventory asset nor a liability as at the 
inventory date. And from the point 
of view of sales, it is similarly essential 
that all goods, the title to which has 
passed to the buyers, shall be excluded 
from the inventory, and that the amount 
due thereon shall be included among the 
accounts receivable. If title has not 
passed, then the goods constitute a 
proper part of the inventory, even 
though ready for shipment to customers. 

As soon as these questions of owner- 
ship have been settled, the post-inven- 
tory work takes up the valuation of the 
adjusted inventory list. Here the re- 
sponsibility of the private accountant 
is centered directly upon the question of 
cost or market, whichever is lower. In 
the case of raw materials and supplies, 
the original invoices, current invoices 


and market reports will produce the 


prices to be used. In the case of work: 
in-process the cost records should pro 
vide accurate costs to the last stage of 
work completed, and the same records 
will give the costs for finished goods. 
For each group, of course, the private 
accountant is responsible for seeing that 
the cost figures used include only ele- 
ments that are a proper part of manu- 
facturing cost. Finally, he must see 
that the proper mark-downs are taken 
on depreciated or obsolete goods. 


With the unit prices thus determined, 
the inventory work shifts to a mathe’ 
matical basis — for extensions and foot: 
ings—but the private accountant should 
not overlook the necessity of having the 
mathematics verified by a re-check, and 
of having the results summarized in 
whatever subdivisions are required by 
the accounting control. Under special 
conditions, he may also need to provide 
a reserve out of surplus against the 
contingency of future inventory loss, or 
to set up a reserve to eliminate un 
realized profit from branch inventories 
on a consolidated statement. 
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PHYSICAL INVENTORY NOT SUFFICIENT 


The physical inventory, properly 
planned and efficiently operated, is an 
effective means of establishing an accu- 
rate inventory valuation for financial 
purposes. The progressive American 
business man, however, long since de- 
cided that sole dependence on an annual 
or even semi-annual physical inventory 
is not sufficient, for a going enterprise 
needs to know not only its total net in- 
come at the end of the fiscal period, but 
also the trend in income during the 
period. Of course inventory variations 
have a very material bearing upon net 
income; and accordingly there has been 
developed a system of continuous inven- 
tory control which, through its various 
forms and procedures, furnishes at all 
times detailed and up-to-the-minute in- 
formation regarding each inventory 
item. 

Today the progressive American busi- 
ness man is considerably in advance of 
all others in his ability to control his 
inventory, but this has been the result 
of hard lessons from experience, and of 
appreciation of changing factors in busi- 
ness life. For example, the accumula- 
tion of excessive inventories in 1920, 
followed by a buyers’ strike and a 
calamitous drop in material prices, re- 
sulted in frozen inventories and vanished 
profits. Such an experience was unique 
only in volume, but that phase of it was 
enough to imprint it indelibly upon the 
mind of the progressive American busi- 
ness man. He now knows what exces- 
sive inventories may mean in the way 
of a loss, and he is strongly desirous of 
investing in his inventory not one cent 


more than is needed to satisfy sales de- 
mands. 


FACTORS AFFECTING INVENTORIES 


A comparative study in any group 
of representative companies in the Unit- 
ed States for the last decade will show 
an unmistakable trend toward lower in- 
ventories — sometimes even in volume 
but at least in volume in ratio to sales. 

his, however, is not altogether the re- 
sult of a downward movement; it is the 
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result of a composition of forces, for 
some factors have a natural tendency to 
increase inventories, and some to de- 
crease them. 

For example, the development of 
sales engineering, with its scientific at- 
tention to possible markets and sales 
quotas, and the increase in nationa! ad- 
vertising have kept increasing sales to 
even higher levels, and the natural 
tendency has been to increase the in- 
ventory of finished goods in order to 
meet delivery dates promptly. Coupled 
with this in many cases has been a 
change in the method of distribution, to 
provide for sales directly to retailers and 
consumers. Still other factors tending 
to increase inventories are style changes 
and instalment selling. 


Opposing these factors based on busi- 
ness expansion and changes in consumer 
demand are several which have a down- 
ward influence on inventories. First — 
and most characteristic of the period, 
perhaps — is the firm intention not to 
let the upward factors run away with 
the inventories. This has resulted in 
what has been termed hand-to-mouth 
buying. To be sure, the business man 
with common sense has kept in mind 
the fact that buying in too small lots 
may mean higher prices and loss of 
sales through incomplete stock; but 
above such a limit he has endeavored to 
increase his sales while decreasing his 
inventory or at least while not increas- 
ing it in the same ratio as sales, for in 
this way he has secured both the high- 
est rate of turnover and the greatest 
profit 


Other inventory-reducing factors in- 
clude simplification and standardization, 
improved transportation to the produc- 
ing unit and from the producing unit to 
divisional warehouses, improved methods 
and machinery for shortening the manu- 
facturing cycle, and the more scientific 
determination of lot sizes and standard 
sub-assemblies. And special reference 
should be made to that general factor 
which has become of such importance 
to the most progressive of American 
business men — that is, budgetary con- 
trol. 
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WHAT BUDGETARY CONTROL MEANS 


In essence, budgetary control means 
the planned co-ordination of all depart- 
ments of a business, to the end that 
goods may be sold at a price which will 
produce a sufficient volume of sales to 
reduce the unit cost to the point where 
the largest possible profit will be earned 
on the capital invested. The points 
which need consideration in the estab- 
lishment of such co-ordination may be 
summarized as follows: 


1. Surveying the general 
outlook for the coming period. 

2. Analyzing market conditions for 
the particular industry, and potential 
business and proper distribution chan- 
nels for the particular company. 

3. Formulating a sales and production 
basis for the company in accordance 
with: 

a. Necessity for proper balance be- 
tween sales potentialities and factory 
capacity. 


business 
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b. Permissible cost of manufacturing, 
selling, administering and financing the 
proposed volume of business. 

c. Proper distribution of manufactur- 
ing burden and selling expense by lines 
and products. 

4. Preparing co-ordinated detailed es- 
timates of sales, manufacturing and 
financing. 

5. Providing comparisons of actual 
results with budget allowances. 


The adoption of such a program gives 


. the maximum assurance of a profitable 


sales, manufacturing and financial pro- 
gram; and — of especial significance in 
the present connection — it means the 
use of records and accounting practice 
which provide management with ac- 
curate and timely knowledge of all in- 
ventories, and the resulting maintenance 
of inventories in balance with manufac’ 
turing and sales requirements. 


[To be continued in September] 


Survey Indicates Conservative Tendency 
in Business 


HE net worth together with long 
term debt capital of 914 com- 


panies in twenty-five business 
groups increased in the aggregate 6.2 
per cent. during the year 1928, but 
plant and properties increased in smaller 
proportions, 4.6 per cent., while net 
working capital was more by 8.9 per 
cent. at the close of 1928 compared with 
the close of 1927, according-to a syn- 
opsis of studies made by Ernst & Ernst, 
accountants. 

There was a combined increase in 
working capital and fixed assets, it is 
stated, of $1,533,725,000, of which 
52.5 per cent. attaches to working capi- 
tal and 47.5 per cent. was added plant 
investment. 

This confirms the same general trend 
indicated in previous studies made by 


Ernst & Ernst; namely, business on the 
whole seems to be strengthening its 
working capital position and it does not 
appear that there has been any exten- 
sive expansion of plant facilities beyond 
a normal increase in keeping with the 
current larger volume of business. 

“While this study cannot be con- 
sidered as exact because of consolida- 
tions, mergers, expansions, etc., with 
their consequent effect, nevertheless, it 
is probably true that it does present a 
somewhat less favorable picture than if 
it were possible to disclose the actual 
conditions in detail, because such 
mergers or other acquisitions frequently 
result at the outset in a proportionately 
larger increase in the plant accounts 
than is added to or needed for working 
capital.” 





Meeting Rising Costs and Lowered 
Profits 


How the Banker Can Offset Rising Costs of Management Through 
Aligning His Investment Policies With Chang- 
ing Requirements for Liquidity 


By EuceNnE H. Burris 
Of Ames, Emerich & Co., Inc. 


EMBER banks of the Federal 
M Reserve System in 1928 failed 

to earn $40,000,000 because 
they did not align their investment poli- 
cies with their changing requirements 
for liquidity. This failure to offset the 
rising costs of management justifies a 
closer scrutiny. 

The proportion of liquid assets held 
against total deposits by member banks 
of the Federal Reserve System in 1914 
was a little more than 30 per cent. 
About 35 per cent. of demand deposits 
in liquid assets and 10 per cent. of time 
deposits in liquid assets represent a con- 
sensus of opinion (insofar as there is 
any agreement among bankers the coun- 
try over) as to the proper margins of 
safety in this regard. The sum of these 
two latter proportions coincided with 
the percentage of approximately 30 per 
cent. of the total deposits held in liquid 
assets by member banks of the Federal 
Reserve System in 1914. 

Considering the situation existing as 
of June 13, 1928, it is found that many 
banks were carrying at that time the 
same proportion in liquid assets against 
their total deposits as they were accus- 
tomed to in 1914, namely 30 per cent. 
This means that they have failed to ad- 
just the proportions of liquidity in their 
assets, to take into consideration the 
shift in the types of their deposits. To 
apply the formula just referred to, 35 
per cent. of demand deposits, and 10 
per cent. of time deposits, to the con- 


etatietecemene 


From an address before the Connecticut 
ankers Association convention. 


dition as of June 13, 1928, the accom- 
panying chart (Chart I) shows that the 
total reserve necessary to comply with 
this approach to recognized proportions 
would be about 24 per cent. of the total 
deposits as of June 13, 1928. The dif- 
ference between 30 per cent. and 24 
per cent. of the total deposits is about 
$2,000,000,000 which was carried by 
these member banks in excess of their 
requirements for liquidity because no 
consideration was given to the fact that 
the major increase in their deposits had 
been from the time deposits which do 
not require such great liquidity behind 
them. Under normal conditions, 4 per 
cent. is about the return from liquid 


TREND OF PERCENT RELATIONSHIP 
BETWEEN DEMAND DEPOSITS AND 
OF ALL MEMBER BANKS OF THE 
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assets satisfactory for secondary reserve 
and 6 per cent. is ordinarily the return 
on investments which have ample safety, 
but which are not so readily convertible 
into cash as to qualify them for sec- 
ondary reserve purposes. 

This difference in the potential income 
which the member banks of the Federal 
Reserve System might have realized in 
1928 —2 per cent. on $2,000,000,000 
— amounts to about $40,000,000 which 
member banks of the Federal Reserve 
System could have earned for 1928, but 
which they allowed to escape them. 
Management costs for the member banks 
of the Federal Reserve System for 1928 
exceeded their management costs for 
1927 by as much as $40,000,000. Surely, 
herein lies the answer to the problem 
of increased cost of management, and 
the writer hopes soon to show the means 
of preventing similar losses in the man- 
agement of the assets of specific banks. 


ABSENCE OF SCIENTIFIC POLICIES 


There have been as yet no established 
standards of operation to guide indi- 
vidual bankers in the operation of their 
banks. In this connection, Craig B. 
Hazlewood, president of the American 
Bankers Association, recently conducted 
a survey among a large number of banks 
in various sections of the country. Re- 
plies to this survey made it obvious that 
there was complete lack of agreement 
as to management policies and some of 
the specific results are interesting, as an 
indication of the lack of uniformity 
which exists in the banking field in this 
respect. 


According to the various answers re- 
lating to the individual banks’ resources: 

Cash reserve varied from 5 to 72 per 
cent. Secondary reserves varied from 
nothing to 73 per cent.; customers’ loans 
from nothing to 90 per cent.; other 
bonds and stocks from nothing to 48 per 
cent.; and local mortgages from nothing 
to 71 per cent. The percentages of the 
bank’s capital and surplus in fixed as- 
sets varied from nothing to 100 per 
cent. 
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Particular attention should be directed 
to the fact that, of the number of banks 
which answered the questionnaire, 9 
per cent. had no secondary reserves 
whatsoever, and 51 per cent. had 15 per 
cent. or less of their resources invested 
in liquid secondary reserves. In other 
words, over half of the banks in the Unit- 
ed States were frozen because, accord- 
ing to replies to Mr. Hazlewood’s sur- 
vey, the minimum reserve which a bank 
should have for adequate protection is 
20 per cent. 

In the matter of whether banks con. 
cerned in the survey followed a definite 
policy with respect to the investment of 
their funds, over 74 per cent. admitted 
that they had established no definite 
policy. When three-quarters of the 
banks in this country are operating 
without chart or compass, and one-half 
of the banks are not sufficiently liquid, 
and the other half are penalizing their 
stockholders by carrying more liquid, 


low-income producing assets than they 
need, surely there is a great field for 
scientific research into these banking 


problems. Rather than inject his own 


conclusions, the writer quotes Mr. 
Hazlewood again: 


“While I lay no claim to the pre: 
dictive powers of a prophet, I venture 
to say that, within the next five years, 
we shall find scientific bank management 
laying down basic principles, averages, 
and percentages for the guidance of 
oankers in the sound and safe invest- 


ment of the funds entrusted to their 
care.” 


Through the application of scientific 
principles of bank management govern: 
ing the secondary reserve, the organiza- 
tion with which the writer is associated 
has succeeded in increasing the income 
from certain portions of a bank’s re 
sources by as much as 36 per cent. and 
in enabling banks to declare extra 
dividends of as much as 12 per cent. 
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on their capital stock. Scientific man- 
agement of the secondary reserve pro- 
vides basic principles for the scientific 
management of banks. 


THE CHAIN BANK INVASION 


Another problem which the writer 
will now consider was touched upon by 
J. W. Pole, Comptroller of the Cur- 
rency, in a recent address before the 
Ohio Bankers Association, when he 
stated in part: 


“As the business of banking is grow- 
ing at a more rapid pace than ex- 
ecutives are being developed to operate 
each unit bank as a separate institution, 
it would seem to be an almost natural 
and logical outcome that this scarcity 
of talent will lead to a more centralized 
form of banking control. The 
last two decades have witnessed a re- 
markable development in the volume 
and in the variety of the banking busi- 
ness. Demands for financial services, 
unheard of by the last generation, are 
now required to be met by banking in- 
stitutions. The old simple form of bank- 
ing, in which the banker relied almost 
entirely upon his personal knowledge of 
his customers, is no longer adequate to 
meet the present day situation. . . . 

“These factors may be among the un- 
derlying reasons for the rapid spread 
of branch banking and group or chain 
banking ideas among the bankers and 
business men in this country.” - 


The majority of the banks in this 
country are relatively small, and be- 
cause the overhead expense of self- 
analysis is costly, they are relatively un- 
able to check the efficiency of their 
methods of operation. On the contrary, 
a larger bank, or the centralized man- 
agement of a group of chain banks, can 
afford the overhead expense entailed by 
this analytical and administrative work, 
with less proportional expense, and un- 
der the conditions of rising cost of man- 
agement, common to both groups, the 
smaller, independent banker can hardly 
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consider himself capable of competing 
with the chain banking invasion. 

I believe that there is something of 
fairness in assuming a parallel between 
the effects of economic changes upon 
independent enterprises in other fields 
of our economic life. I refer to indus- 
try, where the small operating unit has 
come more and more to give way to 
larger consolidations and mergers. This 
tendency is clearly seen in almost every 
line of industry. Chain systems have 
developed in the grocery business, to- 
bacco, candy, restaurant, and other 
fields, with which we are all familiar. 
Public utilities probably present the most 
outstanding example of this develop- 
ment. Only those smaller units in these 
industrial fields, capable of surviving the 
press of competition provided by the 
growth of mergers and consolidations, 
are those which are equipped with a 
strong financial position, liquidity of 
financial structure, and foresight in man- 
agement policy. 


DIFFICULTIES OF THE UNIT BANKS 


In the foregoing connection, I should 
like to inject the fact that within a re- 
cent period of eight years, there were 
more than 3500 bank failures in this 
country, practically all of which were 
small unit banks. I quote the Comp- 
troller of the Currency again in this 
connection: 


“The plight of the unit banks has 
been caused by an amazing development 
in the concentration of control over 
groups of unit banks in the last two 
years. This has come to be called group 
banking and there are hundreds of these 
groups in all sections of the country.” 
. . . (629 bank mergers were consum- 
mated in 1928.) 

“In the last fifteen years, distances 
between local communities have been 
abolished by the automobile, aeroplane, 
telephone and radio, which have revo- 
lutionized the life of the rural districts. 
For this reason, the question is raised 
whether the unit bank can survive. 
Local enterprises to a large extent have 
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Chart II. 


become merged into larger national 
operations and every phase of the public 
utility business has passed into the hands 
of great centralized corporations. The 
financing is not done in the rural com- 
munities, but in the larger cities by the 
metropolitan banks. The unit bank is, 
therefore, thrown back upon its own 
resources, and has to face the rising 
costs of management with a relative de- 
crease in income.” 


As to this matter of decreased income, 
it is rather disconcerting to realize that 
per dollar deposited the net income of 
national banks in this country decreased 
by 50 per cent. from 1910 to 1927, 
which would seem to put teeth into the 
argument that the more efficient control 
of banking policies provided by the 
chain, or group, banking systems is one 
answer to the pressure of changing 
economic conditions. 

But the writer believes that there is 
another answer to this problem and he 
will now present the solution which he 
has to offer to clarify the discussion 
which follows. 

Primary reserve may be defined as 


consisting of those funds which are im- 
mediately available to meet the demands 
for cash made upon the bank. Cash in 
vaults, demand deposits with other 
banks, and deposits with the Federal 
Reserve bank, comprise this reserve. 

Secondary reserve may be defined as 
composed of those income-producing 
assets from which funds may be quickly 
and easily obtained whenever the pri- 
mary reserve has been rendered inade- 
quate for any reason to such an extent 
that it becomes necessary to replenish 
it. Assets which fall under this classi- 
fication are call loans, bankers’ accept- 
ances, commercial paper, rediscountable 
loans and discounts, and securities whose 
marketability is immediate and which 
have, in addition, price stability. The 
short term bonds are most effective in 
this last consideration. 

Investment reserve may be defined as 
consisting of all other assets of the bank’s 
resources. It is in this portion of the 
assets that there is reflected the service 
which the bank provides to its com: 
munity. The assets here include real 
estate bonds and mortgages which are 
fixed term investments with relatively 
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high return; loans and discounts which 
provide a relatively high return and are 
generally of short term, ostensibly, but 
the experience unfortunately is that all 
too often loans and discounts are not 
paid when due, but are renewed. The 
third element in the investment reserve 
is composed of investment securities se- 
lected with safety of principal as the 
first consideration and profitable return 
rather than the immediate marketability 
with price stability as in the case of 
secondary reserve items. 


PROBLEM AN INDIVIDUAL ONE 


With these definitions established, the 
point should be made very clear that a 
study of general figures, averages, etc., as 
a basis for establishing a policy of man- 
agement for an individual and independ- 
ent unit bank is dangerous. Each com- 
munity where a bank may operate repre- 
sents a certain set of economic condi- 
tions dependent upon agriculture, busi- 
ness, and industrial enterprises which 
may be operating there and the particu- 
lar requirements of such a specific com- 
munity are reflected in the experience 
of the bank, or banks, which serve that 
community. Therefore, the solution of 
the problem of scientific bank manage- 
ment lies in determining what are the 
requirements of a particular bank for 
liquidity as reflected in a study of its 
past history. To illustrate this, let us 
consider the accompanying graphic 
chart of the financial position of .. . 
Bank, showing ebb and flow of funds 
over a period of years (Chart II). The 
principal factor in the liabilities of this 
bank which concerns requirements for 
liquidity is demand deposits. It is 
obvious that over the period of six years 
considered here, in the fluctuation of the 
total demand deposits, there are seen to 
be withdrawals to the amount of $200,- 
000 in the maximum, which occurred 
twice within the period. This pretty 
conclusively demonstrates the fact that, 

arring unforeseen contingencies, the 
maximum expectancy of withdrawals 
which determines this bank’s require- 
ments for liquidity, was $200,000. In 
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the analysis of this bank’s assets, we 
found liquid assets to meet this require- 
ment of $200,000, in the amount of 
$400,000 — twice as much as they had 
ever needed in their experience. Of 
course, there must be some buffer to 
provide against unforeseen contingencies, 
but to be twice as liquid as necessary 
inflicts a penalty on the bank which it 
might be embarrassing to explain to in- 
telligent stockholders. Wouldn't it be 
amply conservative to have a pad of 50 
per cent. in excess of their maximum 
withdrawal experience? When you 
liberate $100,000 for investment, not at 
4 per cent., but at 6 per cent., the in- 
creased income of $2000 realized in this 
bank represents 2 per cent. earned on 
their capital stock. This, of course, was 
accomplished without any additional ex- 
pense and was available for an extra 
dividend, or an additional payment into 
surplus, or could have been used as a 
bonus to employes. 


A $40,000,000 OVERSIGHT 


As previously mentioned, member 
banks of the Federal Reserve System 
would have earned $40,000,000 more 
in the year 1928 if they had adjusted 
their assets to meet the shift in their 
type of deposits. A similar situation 
exists in this small bank, where an in’ 
crease of total deposits from $1,700,000 
to $1,900,000 was accomplished entirely 
through the financing of certificates of 
deposit at a cost to the bank of 4 per 
cent. for interest. 

I shall not go into the details of this 
bank’s experience further, but I do want 
to indicate the method of tying in pro- 
portions of liquidity held or carried in 
the assets, with the determined require 
ments for liquidity as demonstrated by 
Chart III. This accompanying graphic 
chart showing the classification of se- 
curities in the investment account of 

Bank, is a cross section of the 
bank’s position as of the date of our 
analysis. Considering the established 
requirements for liquidity, this phase of 
the analysis crystallizes the actuality 
existing in their assets with regard to 
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liquid secondary reserve items — their 
requirements for liquidity having been 
cared for by means of call loans, com- 
mercial paper, bankers’ acceptances, and 
short-term securities. The rest of the 
assets could then be considered for the 
purpose of securing the maximum re- 
turn, and, most effectively serving the 
requirements of the community for 
financing. 


THE INVESTMENT RESERVE 


To consider the investment reserve 
for a moment, the mortgages and loans 
and discounts are the means whereby 
the bank finances its customers. The 
writer would like to point out this one 
fact. Real estate mortgages, by their 
very nature, are frozen assets. Loans 


and discounts we have found from our 
analytical work are somewhat mythically 
liquid. At any rate, beyond establish- 
ing standards of quality as to these com- 
mitments, the banker cannot arbitrarily 
determine the degree of liquidity which 


will exist in these portfolios, but can 
only take what his community has to 
offer. In his bond account, however, 
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he finds an adjustable medium to create 
the proper balance in liquidity between 
his requirements and his assets, for he 
can buy either liquid securities or less 
liquid securities, the latter having the 
higher income. 

For the purpose of crystallizing the de- 
gree of liquidity which exists in the 
bond account, it is constructive to con- 
sider the securities from the point of 
view of marketability and quality, for 
these two factors determine the liquidity 
and price stability represented by the 
bonds. Then, to tie in these findings 
with the secondary reserve and invest- 
ment reserve structure, is to put into 
operation scientific principles of bank 
management. 

Because there is nothing so constant 
as change, it is vital to prepare against 
changes within the bond portfolio af- 
fecting the securities themselves and 
stabilization can be secured through 
scientific diversification. Therefore, the 
third consideration of our analysis has 
to do with the type of borrower repre- 
sented in the bond portfolio, and to 
bring this consideration down to a finer 
point, the diversification factors appear- 
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surface by the more minute break-down 
indicated in the lower tier of plates on 
Chart III. 

In discussing the secondary reserve 
qualifications of bonds with bankers at 
this present time, when nearly everyone 
is appalled to look into his bond account 
and see the market depreciation which 
stares at him, regardless of the quality 
which may be reflected by the securities 
he holds, this solution which the writer 
is presenting here has quite often 
naturally been ridiculed. However, the 
fault does not lie in the bonds as such, 
but in the lack of scientific principles 
which should be used in the construc- 
tion of the bond account. Perhaps the 
writer can make that clear with the aid 
of the accompanying chart which shows 
the efficiency of a revolving fund of 
short-term maturities to protect the 
liquid position of the bank’s secondary 
reserve in bonds (Chart IV). Here is 
a bond account constructed to meet the 
requirements of this same bank, where 
their maximum of expectancy of demand 
withdrawals was $200,000. In this ac- 
count you will see $100,000, plus 
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$90,000, plus $80,000, or a total of 
$270,000 worth of securities maturing 
within the three next succeeding years. 
In first line of liquid reserve in this 
portfolio, there has been experienced 
relatively little market depreciation even 
under the excessive pressure imposed on 
the bond market in general by the pre- 
vailing high money rates. Because the 
constantly recurring maturities of these 
bonds provide their principal amount at 
par, always imminently available, the 
market price of these securities has not 
declined as has the market price of the 
long term, underlying railroad bonds, 
for example, which fell off an average 
of about 5!4 per cent., as a class, over 
the year 1928. By this means, liquidity 
in the bond account is assured from two 
points of view. The ready marketability 
of these short term bonds is possible 
with price stability close to par, and in 
addition, as the first year elapses, there 
comes into the bank, through maturities, 
$100,000 in cash for current require- 
ments, or this amount can be ploughed 
back into the succeeding immediate years 
in order to make this liquidity factor 
perennial. 





When the Bank Puts on a Party 


A Description of Various Timely and Appropriate Methods Through 
Which Fifteen Banks in Eleven Different Cities Gained 
Good-Will and Stimulated Business 


By M. E. CHASE 


Christmas Savings Club? Or will 
your bank be twenty-five or fifty 
years old next year? Or are you soon 
to move into a handsome new building? 
Or again, do you wish to inject new 
life into your regular business develop- 
ment activities? 
Here is how other banks throughout 
the country have observed similar 
occasions. 


iy your bank about to start a new 


CHASE NATIONAL COIN EXHIBIT 


Upon the occasion of the opening of 
the Park Avenue branch of the Chase 
National Bank, New York, an exhibit 
of moneys of the world was used to 


bring people in. It was not just an 
average interesting display such as has 
been so often used in windows. The 
collection consisted of thirty thousand 
specimens; it took up the whole center 
of the lobby and then extended all 
around the cage gratings. It was en- 
cased in glass and each group was plain- 
ly labeled. 

Included were primitive implement- 
shaped money tokens, clay tablet due 
bills, metal lump and ring money, etc., 
all of which were in use more than a 
thousand years before coins came into 
being about 700 B. C. There were coin 
gems used in ancient Greece during the 
period of finest art, portrait coins of 
Caesar’s time, the ‘widow’s mite,’ fish 


A corner of the Bowery Savings Bank lobby, New York, during its exhibit of art work. 
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hook moriey of Alaska, salt money of 
Siberia, rea money of Tibet, cheese 
money of China, silk.money of; Mon- 
golia, grass‘mat money of the Congo. 
A Swedish coin weighing thirty-two 
pounds was exhibited beside a gold mite 
of India weighing one grain. All types 
of money used in this country, from the 
wampum of the Indians to our latest 
current coins were displayed. There 
was also paper money of all countries 
from the earliest known—about 1380 
A. D. in China—to that in present cir- 
culation in the various countries of the 
world. Then there were original checks 
of Washington, Lincoln, and many of 
our other presidents; financial docu- 
ments of various historical transactions, 
and copies of the first trans-Atlantic 
check sent by radio, and of Lindbergh’s 
prize $25,000 check. 

This valuable exhibit was under the 
direction of Farran Zerbe of Tyrone, 
Pa., former president of the American 
Numismatic Association and a member 
of the United States Assay Commission. 

Announcement of this exhibit was 


made in the daily newspapers and by 
mail. It brought thousands of strangers 
into the bank during the ten-day opening 


period. Results were so satisfactory 
that the exhibit was again used at the 
opening of the Grand Central branch 
and later at the opening of the bank’s 
86th street branch. 

Now the Chase National Bank has 
under way another coin lobby display, 
which will be used successively in each 
of its branch offices. This one is to be 
a small replica—about 50 by 30 inches 
in size—of the very handsome architrave 
of its main office entrance at Pine and 
Nassau streets. This contains repro- 
ductions of twenty-three of the principal 
coins of the world, ranging from the 
earliest notable coin of Greece to the 
recent Peace Dollar of the United 
States. Besides each reproduction there 
will be the original coin. This exhibit 
will be encased in glass, and, for those 
sufficiently interested, the case will be 
unlocked and opened so that coins may 
be examined in hand. 


A coin display consisting of thirty 

thousand specimens has been used by 

the Chase National Bank of New 

York at the opening of several of its 
branch offices. 


BOWERY SAVINGS ART GALLERY 


About a year ago the Bowery branch 
of the Bowery Savings Bank of New 
York turned its lobby into an art gal- 
lery for a month. Located in a section 
of New York where the population is 
largely foreign, the bank decided that 
to exhibit the works of some of the peo- 
ple who now live in the Bowery, or, 
having won fame and _ success, have 
moved to more pretentious parts of the 
city, but nevertheless still retain a deep 
affection for their old neighborhood, 
would be a most convincing means of 
creating a friendly feeling and getting 
on common ground with customers and 
prospective customers. 
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An exhibit of Venetian laces formed a part of the lobby display of the Bowery Savings 
Bank of New York. 


Originally, the plan was to hold a ten- 
day exhibit, but it proved so popular 
that it ran on for a month. Before the 
opening date, the bank made announce- 
ments in the newspapers. Both foreign 
and English speaking papers gave the 
idea flattering publicity, praising the 
quality of the art work and its diversity, 
as well as the wisdom of the Bowery 
officers for so ingenious a means of 
making friends with their neighbors. 
The writer viewed ten pages of closely 
pasted news clippings referring to the 
plan, a greater part of them in Greek 
and Italian. 

There were paintings by Bowery 
artists. Among them, a number by 
Gerbino, a former Bowery pugilist. 
“Mulberry Street Life,” by Falanga, 
showed push-cart markets and closely 
pressed chattering throngs of foreigners. 
The talented Piccirillis, Furio, Attilio 
and Horatio contributed interesting 
pieces of sculpture. Eugenio Orsenigo, 
the country’s greatest authority on Ital- 
ian furniture, loaned the bank a group 
of very fine furniture. Then there were 


lamp shades, pottery, and an exquisite 


exhibit of Venetian laces. All these 
were the work or the collection of per- 
sons intimate with Bowery life. 

The results were five-fold: 1. Many 
visitors. 2. Much free newspaper and 
magazine comment. 3. Revival and 
stimulation of the bank’s influence in 
the immediate neighborhood. 4. New 
business. 5. General good-will. 

Intermittently the uptown 42nd street 
branch of the Bowery Savings Bank has 
used interior displays featuring the dif- 
ferent departments. At this time, just 
inside the main entrance, there is a 
meticulously built replica of its vault. 
One has to be assured the material is 
beaverboard and not actual steel-—so 
good is the illusion. 


A DISPLAY OF NEW YORK IN THE ‘80'S 


Upon the occasion of the fortieth 
anniversary of the Franklin Society for 
Home Building and Saving, New York, 
the company utilized the railing about 
its mezzanine for a cut-out display that 
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did credit to its far-famed window dis- 
plays. This display took people back to 
the little old New York of forty years ago 
—the year 1888. It showed the Broad- 
way police squad whose chief duty it 
was to escort ladies across the street. 
The long sweeping dresses with their 
huge bustles made one feel that the 
ladies of that era needed escorting, lest 
they get tangled up in their muchness 
of skirt. There was the old time genteel 
barouche with liveried driver perched 
up in front and a footman behind. And 
the old horse-car. The display was of 
a quality and finish that did not at all 
detract from the dignity of the beau- 
tiful banking room 


AN ANNUAL FLOWER SHOW 


The Federal-American National Bank 
of Washington, D. C., considers its an- 
nual prize flower show to be some of 
the most valuable advertising that it 
does. Each spring the bank gives away 
ten thousand packets of seeds to more 
than two thousand families. Recipients 
are asked to exhibit the blooms in the 
bank lobby the last two days of Au- 
gust. At that time, announcement of 
the show is made in the press and the 
bank remains open on both evenings of 
the exhibit. Last year there were five 
hundred entries. The grand prize was 
a handsome silver flower vase and there 
was $225 in gold given away as lesser 
prizes. 


CELEBRATING A SEVENTIETH 
ANNIVERSARY 


The First Trust and Savings Bank of 
Akron, for $200 dated 1812; a melodeo 


anniversary simultaneously with the 
city’s centennial celebration. The bank 
sent out requests to the people of the 
county for interesting articles relating 
to the city from 1825 to 1865. Within 
twenty four hours far more than the 
large lobby could possibly accommodate 
had poured in. Contributions included 
such articles as a stone mortar and 
pestle used by the Indians for pounding 
corn; a deed to one hundred and fifty 
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acres of land, now in the center of 
Akron, for $200 dated 1812; a melodeon 
brought there on horseback from the 
East in 1800; a bell from one of the 
earliest Lake Erie steamships, and a sun 
dial compass used in 1800 by Ohio set- 
tlers when driving an ox team from 
Marietta to Cleveland. A grocery bill 
dated 1862 listed one gallon of whiskey 
at 38 cents. There was a receipt for 
187 days’ work at 50 cents a day; a 
store safe with a six-inch key, etc. 

When the exhibit opened, crowds 
poured into the bank, and greater 
crowds came as time went on. Not a 
slow idea at all. The cost of the exhibit 
was practically nothing. And the very 
fact that the local people had themselves 
had a finger in the pie, accounted in no 
small measure for the great popular in- 
terest shown. 


ANOTHER HISTORICAL EXHIBIT 


Upon the occasion of its fortieth an- 
niversary the United Banking & Trust 
Company of Cleveland also put over an 
historical exhibit conducted similarly to 
that of the Akron bank, with the same 
avalanche of contributions, tremendous 
crowds and widespread good-will. 


STIMULATED CHRISTMAS CLUB 
BUSINESS 


The State Bank of Chicago and the 
Madison & Kedzie State Bank of the 
same city have both stimulated Christ- 
mas Savings Club business by making 
the window or booth where these ac- 
counts were to be opened the high spot 
in their holiday decorations, thus giving 
a real purpose to those decorations. 

The Illinois Merchants Bank, now the 
Continental Illinois Bank and. Trust 
Company, of Chicago, had a very fine 
exhibit of coins in its lobby some months 
ago, with an authority on coins on the 
floor to explain and answer questions. 
At another time, this bank staged a 
series of lobby industrial displays. Ar- 
ranged in drawer-like cabinets under 
glass, was told the story of different 
industries, following the products from 
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the raw materials through the different 
stages to the finished articles. 


A MONTHLY SUMMER FEATURE 


The Liberty Insurance Bank of Louis- 
ville, Ky., contends that attracting 
crowds by means of window or lobby 


The booth where Christmas savings 

accounts are opened was a featured 

part of the Christmas display of the 
State Bank of Chicago. 


displays doesn’t in itself cause deposits 
to increase by leaps and bounds, but it 
does increase the bank’s popularity 
which means ultimately more business. 
This is the motive behind this bank’s 
yearly flower show, which each summer 
draws thousands into the bank’s lobby. 

Their method differs materially from 
the Washington bank. Instead of hav- 
ing but one two-day exhibit, this bank 
has an exhibit each month throughout 
the summer, with cash prizes for the 
best species. Then the big flower show 
is the last one in September, when grand 
prizes are awarded covering the whole 
summer's exhibits. 

Besides keeping the bank lobby deco- 
rated all summer, this method keeps 
interest in the bank high almost the en- 
tire year. Immediately after the big 
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September show is over, letters begin 
to go out to amateur flower growers 
inviting them to make plans to enter 
the next year. 


ANOTHER COIN DISPLAY 


Not long ago the Mercantile Trust 
Company of St. Louis, now the Mer- 
cantileCommerce Bank and Trust Com- 
pany, staged a lobby display of early 
coins, using a newspaper announcement 
that began, “At Home in our Lobby, 
The World’s First Silver Dollar and 
Succeeding Dollars.” In ten glass-topped 
display cases one hundred and sixty 
specimens of silver dollars were shown, 
ranging from the first dollar-sized coin 
struck off in Austria in 1486 up to dol- 
lars of the world in current circulation. 


A Christmas display of the First Na- 
tional Bank of St. Paul. 


At night this money was locked in the 
vault along with the bank's stock of 
money. 


CHRISTMAS DISPLAYS 


Last holiday time the First National 
Bank of St. Paul, Minn., had a very 
handsome and unusual Christmas dis 
play. The whole bank was plentifully 
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decorated with the high spot in the 
central arch at the rear of the lobby. 
Here, way above people’s heads, a semi- 
hexagonal frame was hung with a 
fulled ultra-marine satin drop. This 
was studded with silver paper stars of 
varying sizes and a crescent moon. In 
front of this background was placed a 
fourteen-foot Christmas tree upon a 
geared base that revolved by means of 
an electric motor. The tree was trimmed 
with icicles and ornaments as well as 
bankbooks and bonds. The set was il- 
luminated with colored floods—four 
from the floor of the display and two 
from the ceiling. The constant chang- 
ing of lights and the revolving of the 
tree created an effect which drew both 
attention and comment. It was the 
means of bringing many who were not 
customers into the bank. 

The display’s location obviated the 
necessity of using valuable lobby space 
at the season of the year when the bank 
was most crowded. 

The business men of Burlington like 
the way the First Iowa State Trust & 
Savings Bank joins hands in creating 
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the holiday spirit with its lobby decora- 
tions each year. 

Year before last, aside from general 
holiday decorations in red and green, 
over each teller’s window was built an 
arch with a small lighted tree inside. 
Near the officers’ quarters was stationed 
a life-sized Santa Claus cut-out, pointing 
to the Christmas Savings Club window. 

Then last year, to be different, all the 
decorations simulated ice and snow. 
Over each teller’s window was built an 
igloo, or Eskimo house, from which 
flashed off and on the letters, “Merry: 
Christmas.” There were green trees, all 
different heights, stationed between 
these igloos. From the ceiling, star- 


shaped reflectors directed a flood of 
light upon a large igloo in the center 
of the lobby where a rushing Christmas 
Savings Club business was going on. 


A SUGAR EXHIBIT 


The American National Bank of 
Denver, Colo., recently put on a sugar 
exhibit in its lobby. They showed the 
sugar beets themselves, then the stages 


A revolving Christmas tree set in a high central arch at the rear of the lobby was the 
high spot in a Christmas display of the First National Bank of St. Paul. 
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of slicing and extracting the juice, the 
syrup, and finally the sugar. That was 
one display. Another showed the uses 
to which beet sugar is put. Banners 
outside the bank heralded the exhibition 
and invitations were mailed to all Den- 
ver sugar men and to the schools. 
Among other visitors were members of 
the official sugar committee from Soviet 
Russia, who took notes a-plenty. 


A FOREIGN TRADE EXHIBIT 


The Oakland Bank of Oakland, 
Calif., did some well worked out and 
effective foreign trade publicity when 
it tied up newspaper advertising and a 
big lobby display. “Foreign Trade 
Exhibit in the lobby of The Oakland 
Bank, September 21 to October 3rd. 
Oakland buys and sells, etc.,” the first 


of a series of advertisements began. 
These ads ran all through the display 
period. 

In its lobby were exhibited com- 
modities imported and exported by 125 


Oakland concerns. Each exhibitor was 
allotted a space of 14 by 30 inches. 
Placards were uniform in size and let- 
tering so that there was a feeling of 
orderliness about it all. Both raw and 
finished products were shown. In the 
case of machinery or products of bulk, 
miniature models or photographs were 
substituted. Co-operation from manu- 
facturers was immense. And _ two 
thousand strangers. as well as virtually 
every customer of the bank, came to 
view the exhibit. There were special 
showings for school children, who took 
notes liberally. And for business men 
only there was an evening set aside at 
which time several foreign consuls gave 
talks on the possibilities of further de- 
velopment of foreign trade. 

The result was plenty of front page 
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news publicity as well as some very 
profitable new business. 

Displays or exhibits such as have been 
described, won't do as a steady thing. 
They would disrupt the efficient routine 
of business. But they certainly do make 
people—customers and strangers alike— 
know that a bank is on the map. They 
attract attention and create good-will. 


WHERE INTENSIVE EFFORT IS NEEDED 


In the case of the Christmas Savings 
clubs, the whole year’s new business 
effort must be made in about one month’s 
time. Naturally, the briefer the time 
there is for getting results, the more 
intensive must be the effort. 

Such methods as used by the State 
Bank of Chicago and the First Iowa 
State Trust & Savings Bank of Burling- 
ton, both previously described, compel 
the attention of every person entering 
the bank, to the Christmas Savings Club. 
This, tied-up with the right kind of 
newspaper advertising, brings people in- 
to the bank. 

At the end of the “joining” period, 
this publicity practically ceases until the 
next year. : 

But with such exhibitions as those 
put on by the Chase National Bank, 
the Bowery Savings Bank and the First 
Trust and Savings Bank of Akron, if 
a bank fails to conduct a persistent 
follow-up campaign, it loses the greatest 
potential value in the plan. Instead of 
being a good start to a lucrative new 
business campaign, it is a costly flash- 
in-the-pan affair. It makes a passing 
impression on people’s minds. But 
there is no point or purpose behind that 
impression. The thing is to go after 
business before all the enthusiasm 
drummed up by means of a clever and 
effective exhibit dies down. 





Where Is Our Banking System 
Headed? 


A Comprehensive Study of the Bank Concentration and .Chain 
Banking Movements and Their Possible Effects 
on the Unit Banking System 


By RupotF S. HECHT 
President Hibernia Bank and Trust Company, New Orleans 


HE remarkable commercial and 
Tindal expansion going on in 

all lines of business has necessarily 
altered in no small degree the method 
of carrying on the banking business. As 
a consequence banking ideas of 1929 
are radically different from those of 
1909. It seems worth while, therefore, 
to take stock and weigh the advantages 
and disadvantages which these changes 
have brought with them. 

The trend toward “associational 
activities” goes ceaselessly and relent- 
lessly on, and there seem to be various 
fashions in connection with mergers, 
with the styles changing somewhat from 
year to year. 

Interwoven as our banking system is 
with the economic and business con- 
ditions of the country, it was inevitable 
that this same general trend toward 
greater concentration should spread to 
the financial world. Time and space 
are being annihilated and _ goods, 
thoughts and people are being trans- 
ported at an amazing speed. The world 
is becoming more closely knit together 
and the banker of today can no longer 
live in comfortable isolation but must 
be responsive to changed conditions and 
play his proper part in the new order 
of things. It has been well said that 
banks are but the handmaidens of busi- 
ness and industry and must follow their 
lead. 

The gigantic industrial combinations 
which have developed require banks 
with immense resources to provide com- 
mensurate facilities for them. As a 
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From an address before the Illinois Bank- 
ers Association convention. 


consequence, the movement toward bank 
combinations gained great momentum 
during the last year, and the style set 
by bank mergers in the recent past over- 
shadows in magnitude anything that has 
been previously done by any other line 
of business, even in this era of enormous 
combinations. 

Reliable statistics giving the details of 
all these bank mergers are not available, 
but we do know that during 1928 there 
were approximately seven hundred bank 
mergers, and the number of consolida- 
tions already announced in 1929 is 
about two hundred and fifty. But the 
significant fact is that about forty of 
these recent mergers involved total assets 
well in excess of twelve billion dollars— 
or more than one-sixth of all the bank- 
ing resources of the country. 

But even these figures do not give any 
adequate idea of the extent to which 
concentration of banking power has al- 
ready developed. 

The total number of banks has de- 
creased from 30,812 in 1921 to 26,213 
in 1928. In the same period the re- 
sources of all banks rose from about 
forty-five billions to more than seventy- 
one billions. The decrease in number 
is in large measure due to the failure, 
and in some cases the orderly liquida- 
tion, of weak institutions with inade- 
quate capital and inefficient manage- 
ment. 

However, not an inconsiderable per- 
centage of these banks disappeared as 
a result of mergers not infrequently 
brought about in the case of the smaller 
and unprofitable institutions by the pres- 
sure of the banking departments. 

More recently the mergers ‘have been 
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between some of the largest and strong- 
est banks in the principal cities of the 
country. In these cases there has usually 
been a double purpose. Perhaps the 
primary one was the desire to create 
larger units to keep pace with the great- 
er demands made by the larger indus- 
trial organizations and to get the benefit 
of the great economies which could be 
accomplished by such joining of forces. 
But the secondary motive was the grow- 
ing desire to become what Mr. Giannini 
has so well described as “department 
stores of finance.” This accounts for the 
fact that we have seen so many mergers 
of national banks with trust companies, 
commercial banks with investment 
houses, domestic institutions with those 
having important international connec- 
tions, and banks doing all of their busi- 
ness in one central office with those 
having a large number of branches. 


The only official figures in regard to 
the number of bank mergers are those 
referring solely to member banks of 
the Federal Reserve System which indi- 
cate a steady increase in number of 
combinations during the last ten years. 
The record shows: 


Year 
1919 
1920 
1921 
1922 
1923 
1924 


No. of Mergers 


NO DECLINE IN BANKING FACILITIES 


It may be stated in this connection 
that the decrease in the number of banks 
as a result of mergers has not carried 
with it a decline in banking facilities, 
because usually the consolidated banks 
have continued their former head offices 
as branch banks, and in many cases have 
added a number of additional offices 
besides. 
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A few years ago this trend toward 
giant bank consolidations would inevi- 
tably have stirred up much popular pro- 
test, and we would have heard loud 
complaints to the effect that we are 
drifting into a state of financial feudal- 
ism and economic vassalage to a limited 
few. But, strange to say, insteac of the 
sponsors of these gigantic combinations 
being brought before the bar of an out- 
raged public opinion, the general attitude 
of the people has become quite tolerant 
on this subject, and far from denounc’ 
ing this reduction of competition among 
banks as a move in the direction of 
a financial monopoly, it is in the most 
unexpected quarters being hailed with 
satisfaction as a step toward greater 
safety, calculated to accelerate industrial 
growth, stabilize business conditions, 
and strengthen the position of the in: 
vestor. 


In not a few instances bank examiners 
have publicly encouraged the movement, 
and have used the influcnce of their 
office to bring about such consolidations. 
And only recently the Comptroller of 
the Currency made one of the strongest 
arguments yet presented in favor of this 
tendency. 


As a consequence it is but natural to 
expect that this trend toward mergers 
and consolidations will go on unabated 
and at an accelerated pace, with the 
inevitable result that credit and financial 
control will be concentrated more and 
more in the hands of relatively few men 
in the banking centers of this country. 

In this connection you will, I am sure, 
be interested in some very recent figures 
which I have had compiled for the 
twenty-six American cities with a popu’ 
lation of 300,000 or more. 

The number of banks in these financial 
centers differs greatly but in about half 
of these cities more than 75 per cent. of 
the total deposits of their respective 
communities are held by three to five 
banks. These figures further disclose the 
interesting fact that the 256 largest 
banks in these twenty-six cities control 
$20,318,000,000 out of total deposits in 
these same cities of $26,827,000,000. 
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CONCENTRATION OF DEPOSIT CONTROL 


Inasmuch as the total deposits of all 
banks in the country -aggregate about 
$60,000,000,000, it will be seen that the 
256 largest banks control over one-third 
of the nation’s deposits, or, to put it 
another way, less than 1 per cent. of the 
total number of banks (approximately 
26,000) now hold over 3314 per cent. 
of all the deposits of the nation. 

And around this question of the 
growing concentration of resources 
there is likely. to wage during the next 
few years a great struggle of opposing 
forces, with the ultimate outcome, for 
the present at least, very much in 
doubt. 

“Evolution,” says one group, “makes 
this development in the banking world 
quite inevitable, because only banks with 
tremendous resources can render com- 
mensurate service to the gigantic 
twentieth century industrial organiza- 
tions which have been formed, and 
banking must be conducted on a pro- 
portionate scale.” 

“Monopolistic control is un-Ameri- 
can,” comes back the strong challenge 
from others who fight against this 
record-breaking expansion, because they 
feel that these “associational” efforts are 
being overdone and that the spirit of en- 
terprise and originality and the individ- 
ual initiative of the American business 
man are being killed as a consequence. 
They argue that the benefits of collective 
efforts are not great enough to justify the 
reduction of the individual from his for- 
mer high estate as an independent 
creator to the level of an insignificant 
cog in the tremendous wheel of over- 
organized industry and commerce. 


BRANCH BANK DEVELOPMENT 


But, unfortunately, the discussion 
does not end there, for, in addition to 
this growing tendency toward concen- 
tration of resources through actual 
mergers, there has of late been great 
activity in the formation of groups and 
chains of banks in practically every sec- 
tion of the country. In fact, during 
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the last twenty-five years the number 
of branch banks has practically doubled 
each five years, as may be seen from the 
following figures taken from a recent 
Federal Reserve Bulletin. The record 
of branch banks is given as follows: 


No. of Branch Banks 
60 
166 
329 
565 


Year 


It is not difficult to figure out how 
few years it would require to almost 
entirely eliminate unit banking if this 
development continued at the same rate 
of speed. Moreover, some of our lead- 
ing bankers are of the opinion that noth- 
ing can stop nation-wide branch bank- 
ing, and that it is coming much sooner 
than most people anticipate, the pre- 
dicticn being frequently made that it 
will require not more than five years 
at the most to overcome the present 
opposition to the plan. 

It is barely two years since the Mc- 
Fadden-Pepper bill became a law. Few 
changes in our banking law have ever 
been the subject of more bitter debate 
than this act. It was denounced as a 
“branch banking bill” by one group and 
attacked as an “anti-branch banking” 
bill by another. 

The McFadden-Pepper bill was de- 
signed to enable the national banks of 
the country to meet the competition of 
state chartered institutions as to branches 
as well as to some other details of 
operation, and its passage was hailed as 
offering definite assurance against the 
further disintegration of our national 
banking system. 


NATIONAL SYSTEM LOSING CASTE 


However, this hope has not material- 
ized, for within six months seventy-nine 
national banks, with aggregate resources 
of nearly $3,000,000,000, have taken out 
state charters, and as a result of recent 
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Cash and Due from Banks $67 258,813.75 
United States Securities 32,266,591.69 
Loans, Discounts & Investments 315,821 ,804.60 
Banking Houses 9,531,745.70 
Customers’ Liability Account of Accept- 

41,468,970.10 


2,443,805 .87 
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Surplus* & Profits 25,997,105.00 $50,997,105.00 
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Rediscounts with Federal Reserve Bank... 6,000 ,000.00 
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*Surplus decreased $7, - 000 by segregation of First National Corpor- 
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mergers the national system has lost 
some of its oldest and proudest names. 
It is hardly fair, however, to attribute 
these defections from the national sys- 
tem to the question of branch banking, 
because all the institutions that changed 
their charters remained members of the 
Federal Reserve System, and as such 
will have no greater latitude in expand- 
ing their branch offices outside of their 
city limits than they would have had if 
they had remained in the national sys- 
tem. 


However, Comptroller Pole, in a 
speech delivered before the Maryland 
Bankers Association recently, argues 
very strongly that the McFadden-Pepper 
bill was not intended to be a permanent 
settlement of the branch banking ques- 
tion, and that it was merely a com- 
promise measure. He further expresses 
the view that the McFadden-Pepper bill 
permitted all branches already operated 
by member banks to remain in statu quo 
only because Congress desired to create 
a situation under which this movement 
could be studied for a few years without 
permitting it to expand. 

It looks very much, therefore, as if 
the banking fraternity will once more 
be drawn into a long and bitter debate 
as to whether the branch and chain bank- 
ing system or the unit banking system 
is best adapted to the needs of American 
business and best suited to American 
ideals. 

In any event it must be conceded that 
one of the predictions of the opponents 
of the McFadden-Pepper bill has come 
true very quickly. They argued at the 
time that the passage of that bill would 
drive a wedge into the independent 
bankers’ stronghold, and that having 
once succeeded in putting their foot in 
the door the advocates of branch banking 
would spare no effort to open it a little 
wider at every opportunity. 

_Of course, as yet branch banking out- 
side of city limits is largely confined to 
a few states, for out of 3230 branch 
offices in operation at the end of June, 
1928, 1855, or more than half, were re- 
ported for banks located in three states 


—California, New York, and Michigan 
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—and over 1500 were operated by banks 
located in four cities of these three 
states, namely, San Francisco, Los An- 
geles, New York, and Detroit. California 
had 865 branch offices, being about two- 
thirds of all the banking offices in that 
state. New York had 607 branches and 
Michigan 422 branches. 

Under present provisions of state 
banking codes, ten states permit the 
establishment of branches in and out- 
side of the home city of the parent bank; 
twelve states permit the establishment 
of branches only in the home city or 
county of the parent bank; twenty 
states do not permit banks to establish 
any branch offices either in or outside 
the home city (although eight of 
these states permit the continuation of 
branches established prior to enactment 
of prohibitory legislation). In six states 
where no branches are presently oper- 
ated the law is silent in regard to the 
matter. 


THE SITUATION IN ILLINOIS 


That this subject of branch banking 
is one that is close to the hearts of 
Illinois bankers was amply demonstrated 
by the important part which bankers 
from that state took in the various de- 
bates on the subject in the American 
Bankers Association during the last ten 
years. I may be mistaken, but I believe 
I see signs that even here the opposition 
is not as strong as it once was; at least 
I know that many of those who have 
most loudly protested against branch 
banking have found it to their interest 
to resort to group or chain banking by 
controlling a number of strategically lo- 
cated banks under the same manage- 
ment. Thus I learn that while no 
branches are permitted in Illinois, and 
Chicago banks can do business only in 
one office, it is nevertheless true that out 
of the 316 so-called outlying banks, all 
of which are theoretically independent 
institutions, a large percentage belong 
to various groups containing anywhere 
from two to sixteen banks. It is hard 
for me to believe that beyond this de- 
velopment of group banking there does 
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not ultimately lie the next logical step, 
ie. branch banking, if only in a limited 
form to begin with. 


On the other hand, I may be wrong. 
Illinois bankers may still be as strongly 
opposed as ever to the recent trend in 
banking conditions, and prefer to have 
the unit banking system continue un- 
disturbed. But if so, they are doomed 
to defeat from the start if they fail to 
recognize the fact that they are facing 
a new and bitter battle over this ques- 
tion, and one in which the advocates of 
the branch banking system have found 
new and powerful allies, some of them 
high in the administration of our Gov- 
ernment. For at least two of the mem- 
bers of the Federal Reserve Board, 
namely, Vice-Governor Platt and Comp- 
troller Pole, have already publicly ex- 
pressed their sentiment in favor of such 
a change, and there is reason to believe 
that they are not alone in their views 
among the powers that be in Washing- 
ton. However, in the last analysis it 
will be impossible to make a great deal 
of headway with nation-wide branch 
banking unless and until the various 
states change their laws on the subject, 
and in the end the battle will have to 
be fought out more in the legislatures 
of the different states than in the halls 
of Congress in Washington. 


Personally, I am neither an advocate 
of the branch banking system nor do I 
wish to be considered as its opponent. 
As chairman of the economic policy 
commission of the American Bankers 
Association, it has simply fallen to my 
lot to become a close student of the 
problem, and I am striving to present 
the facts as I find them without prejudice 
on either side. However, I believe it 
takes no great vision to foresee that 
group, chain, and branch banking will 
continue to develop unabated and at 
an even more rapid rate whether such 
a development may be to our liking or 
not. 

Nor do I think that we have any 
right to look upon the question from a 
narrow and selfish standpoint. If the 
inexorable pressure of the times makes 
It necessary for our banking system to 
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go through a period of readjustment and 
evolution in order to keep pace with the 
tendency toward large scale enterprises 
everywhere, we may have to yield to the 
change. 

If on the other hand there is good 
reason to believe that our passage from 
the unit banking system to a more con- 
centrated form of financial control is 
not in. the interest of general economic 
welfare, and that the nation would not 
benefit by the individual losses of 


autonomy and independence, then bank- 
ers cannot be blamed for using their 
combined influence to prevent if possi- 
ble the undue spread of the chain or 
branch system and fight for the main- 
tenance of their independent institutions. 


CONCENTRATION THROUGH CHAINS 


Whether the concentration of bank- 
ing resources through the afhliation of 
banks into groups and chains is any 
more desirable than branch banking is a 
question on which there is a great differ- 
ence of opinion. I had occasion to find 
this out when in my capacity as chair- 
man of the economic policy commission, 
I recently started an investigation for 
the purpose of presenting if possible 
a national picture of this group and 
chain banking problem. 

In our effort to get some reliable 
statistics on the subject, and in the hope 
of receiving some practical help and sug- 
gestions along that line, we addressed 
ourselves to all the bank commissioners 
in the United States, with the request 
that they give us their views on the sub- 
ject and also advise us to what extent 
apparently independent banks in their 
respective states were actually owned 
and controlled by other banks, holding 
companies, and investment trusts. 

We received the cordial assistance of 
these commissioners as far as they were 
able to give it, but most of them quite 
frankly confessed that they really had 
no means of getting at these facts, first, 
because their examinations never touched 
on the question of who owned the stock 
of the banks, and second, because even 
when they had reason to believe that an 
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institution was practically owned by 
some other organization they found that 
the method of such control was often 
so hidden that no amount of investiga- 
tion would disclose the actual situation. 

We have therefore failed so far in 
compiling any figures which would even 
approximately show the total resources 
of apparently independent banks which 
are really controlled members of groups 
or chains. But one had but to follow 
the reports contained in the daily papers 
and the financial press to be convinced 
that the total membership of such 
groups and chains is increasing at an 
amazing rate. 

To me the most hopeful sign in this 
development is the fact that lately some 
of our able bankers—men of vision and 
courage—have come out into the open 
and, doing away with much of the mys- 
tery surrounding the formation of such 
chains in the past, have declared their 
purpose to engage in this modern form 
of banking. Thus a number of out- 
standing and well-managed banks in 
various sections of the country have 
definitely announced their plans for 
welding a large number of sound bank- 
ing institutions in their respective terri- 
tories into larger and, in their judgment, 
more effective organizations by oper- 
ating them under the group or chain 
system. To that extent at least the chain 
banking system has been improved. 


A LOGICAL STEP FROM CHAINS TO 
BRANCHES 


But who can doubt that it is only one 
short and logical step from this form of 
chain banking to branch banking, and 
that the development of these groups 
is but the prelude to renewed efforts to 
obtain legislation to later convert these 
controlled unit banks into a nation-wide 
system of branch offices? 

Unit bankers may as well be pre- 
pared, therefore, to hear repeated once 
more the perennial arguments in favor 
of branch banking which members of 
the A. B. A. have so frequently listened 
to in the past. And bear in mind that 
the favorite as well as the strongest 
argument of those who favor branch 
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banking is the larger number of failures 
we have had in the United States among 
the unit banks. Unfortunately, that 
particular criticism is well justified, and 
the record of the unit banking system 
for the last nine years is not one to be 
proud of. For during the fiscal years 
from June 20, 1920, to 1928, a total of 
4458 state, private and national banks 
have closed their doors. Of course, 
most of them were very small institu- 
tions, a large percentage of them with a 
capital of less than $25,000 and located 
in agricultural districts where economic 
conditions had been exceptionally bad. 

Most of the banks had been factors 
in the development of their respective 
communities, but their executives over- 
looked the absolute need for diversifica- 
tion even in a small institution, and 
when, as a result of the aftermath of 
the war, values of both land and prod- 
ucts tumbled at an almost unprecedent- 
ed rate, they had no secondary reserves 
to fall back on nor any liquid assets with 
which to tide over the emergency. The 
inevitable result was the wholesale clos- 
ing of these unit banks. 

However, neither chain nor branch 
banking is necessarily a panacea for such 
conditions. Over-expansion and frozen 
credits can occur under one system as 
well as another. This is best illustrated 
by the fact that within the same period 
covered by the above statistics we had 
failures such as the Bankers Trust Com- 
pany chain of Atlanta, which a few 
years ago caused eighty-three apparently 
independent banks in two states to close 
their doors within forty-eight hours, the 
failure of the Home Bank of Canada 
with seventy-eight branches, and the 
practical failure and forced absorption 
of the Merchants Bank of Canada with 
400 branches. 


GOOD BANKING NOT A MATTER OF SIZE 


After all, good banking is not a mat- 
ter of size. A properly conducted small 
country bank can he as safe as a large 
city institution with many branches. 
Success in the banking field depends 
on good management, whether the unit 
be large or small. It cannot be denied, 
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of course, that larger institutions can 
and usually do employ more capable 
men with greater experience and sounder 
judgment than can the average small 
unit bank. They also have on the 
whole better facilities for standardizing 
their business, keeping themselves 
properly informed, and thus escaping 
many losses resulting from actual opera- 
tions as well as from poor credits. 

However we have reached a point in 
our profession where most of the 
deficiencies of the small town bankers 
can be supplied, not necessarily by 
making any fundamental changes in 
our banking system or by giving up any 
of the unit bankers’ independence, but 
merely by bringing about a better 
spirit of co-operation and mutual help- 
fulness. 

In this connection I do not want to 
miss the opportunity to say that in my 
judgment no one has done more in re- 
cent years toward the preservation of 
our unit banking system than has Craig 
B. Hazlewood, president of the Ameri- 
can Bankers Association. His powerful 
sermons on better bank management 
have become classics in the literature 
of the profession. If his appeals, and 
those of other leaders, are heeded and 
our unit bankers get together through 
country organizations, credit exchange 
bureaus and other similar co-operative 
organizations, we shall soon . improve 
the standard of our unit banking system 
and eliminate many unsound and un- 
profitable practices and abuses which 
undue competition has brought into our 
business. 

The time has passed when a banker 
can afford to “go it alone” and ignore 
what his neighbors around him are do- 
ing. Individualism in banking must in 
a large measure give way to co-opera- 
tion, though not necessarily to combina- 
tion. Bankers need to develop a new 
spirit of mutual respect and confidence 
in each other, and to realize that only 
through combined efforts and concerted 
action can they hope to meet the 
changed conditions and avoid serious 
financial troubles in the future. 

Bankers should strive to get better 


and more uniform banking laws and 
closer supervision by proper authorities. 
They should co-operate to curb the un- 
due increase in the number of banks, 
especially of a capitalization of less than 
$50,000. At a recent Los Angeles con- 
vention, Mr. Bone, then bank commis: 
sioner of Kansas, in an address in which 
he discussed the troubles of the banking 
departments, stated that what our unit 
banking system is suffering from is “too 
many banks and too few bankers.” This 
is very well expressed. 


THE MANIA FOR NEW SMALL BANKS 


Some years ago there was a perfect 
mania for starting new small banks 
throughout the country, and too often 
these were established not because of 
“public convenience or necessity,” but 
because someone wanted to enjoy the 
dignified standing of being the banker 
of his community. There is no doubt 
that the danger of bank failures would 
be greatly reduced if we could stop this 
unnecessary multiplication of the num- 
ber of small new banks. The main 
reason for our troubles in the past has 
been that so many banks were poorly 
managed by so-called bankers whose 
previous knowledge of credits and 
finance was practically nil, and who, 
with the best intentions to do otherwise, 
permitted their banks through lack of 
experience and shortsighted policies to 
get into such a weak and unsound con- 
dition that they were utterly unable to 
withstand the effects of the deflation 
period, and went down in the first 
financial storm that came along. 

But the first remedy for that condition 
is not branch banking or chain banking, 
but “better” banking. It is not so much 
a question of the system as it is one of 
management that makes for the safety 
of the banks. No new laws, no matter 
how carefully devised, can ever be re- 
garded as a substitute for sound policies 
of administration. The unit system is 
on trial and must vindicate itself. It 
depends on the unit bankers themselves 
whether the system shall continue to 
live or be ultimately swept away by the 
rising tide of branch and chain banking. 
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How “Old Patch” and Other Famous Forgers Contrived to De- 
ceive the Old Lady of Threadneedle Street 
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The Control and Reform of the Bank of England 


T Haverfordwest, early in the nine- 
Az century, thirteen men 
were one day condemned to 
death. They were charged with forging 
£1 notes of the Bank of England and 
were condemned chiefly on the evidence 
of Mr. Christmas, a bank inspector. On 
leaving his lodgings next morning Mr. 
Christmas was met by a friend who 
showed him a bank note and asked him 
to say whether it was a forgery. He 
decided that it was. His friend, how- 
ever, sent it also to Mr. Burnett of 
Portsmouth. In Mr. Burnett’s opinion 
the note was genuine and he sent it to 
the Bank of England. The Bank of 
England supported the decision of Mr. 
Burnett against that of its own inspector. 
The Privy Council was informed of the 
uncertainty of the evidence which was 
to hang thirteen men, and they were 
respited. 

Such was the state of affairs at one 
period in the bank’s history. At the 
time when the above event tock place 
forgery was rampant. The £1 notes 
about which the thirteen men were ac- 
cused were issued between 1797 and 
1821. They were the last of their kind 
produced by the Bank of England and 
were so easily imitated by the forger 
that they had to be abandoned. Those 
were the days when forgery was punish- 
able by death and between February, 
1797, and December, 1817, there were 
330 executions for counterfeiting the 
notes in question. They were handed 
in to the bank at the rate of one hundred 
a day and the bank’s inspectors them- 
selves were often unable to tell good 
from bad. But this outbreak of mal- 
practice was only one link in a long 
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chain of forgeries which extended 
through the years of the eighteenth and 
nineteenth centuries. Who then was 
the first forger of Bank of England 
notes? 


THE CASE OF RICHARD VAUGHAN 


In the year 1758 two London en- 
gravers, Mr. Courbould and Fourdrinier, 
a French refugee, were given a com- 
mission by a certain Richard William, 
Vaughan, a lawyer's clerk. Courbould 
was to cut the line “I promise to pay” 
and a figure of Britannia, the usual 
heading of bills. To Fourdrinier, 
Vaughan made the most suspicious re’ 
quest that he should cut the line “For 
the Governor and Company of the Bank 
of England.” He explained to M. 
Fourdrinier, who as a foreigner was 
unacquainted with English mercantile 
affairs, that the words were a direction.. 

Armed with the bundle of bank notes 
thus obtained which he had filled in for 
amounts of £20, Vaughan returned to 
the house of his master. The lawyer 
had promised his clerk his daughter's 
hand on condition that he provided a 
sum of money as a marriage settlement. 
Vaughan gave the notes into the keep: 
ing of his betrothed. Their wedding 
was fixed for Easter Tuesday, 1768, and 
if Vaughan had been content to wait 
until he was safely married, when 
he could have reclaimed the package, 
all would have been well. But, elated 
with success, he passed off two of the 
notes. The clumsy reproductions were 
challenged by the next acceptor and 
Vaughan was under suspicion. Too late 
he attempted to get back the notes. 





eS 


THE BANKERS MAGAZINE 


The Grocers’ Hall, Poultry, where the business of the Bank of England was carried 
on until 1734. (From an engraving of 1696.) 


His prospective father-in-law, distrust- 
ing his haggard looks and wild air, re- 
fused to allow his daughter to part with 
them. On the next day Vaughan was 
arrested. From the evidence of Four- 
drinier at the Old Bailey trial it was 
found that Vaughan during the printing 
of the notes had folded the paper so as 
to leave visible only the blank at the 
top of the paper required to impress 
“For the Governor and Company,” etc., 
and had fed the paper into the machine 
himself. Courtbould had his part in 
the matter fixed in his memory by the 
fact that he was obliged to cut the line 
“I promise to pay” twice over owing 
to a mistake in the lettering. Vaughan 
was condemned and hanged at Tyburn 
four days after the day had been fixed 
for his wedding. 


MATTHESON, ALIAS MAXWELL 


The notes which cost Vaughan his 
life had been clumsy imitations. By the 
thickness of the paper and the absence 
of a watermark they were easily de- 
tected. But towards the year 1778 the 
bank was alarmed by the appearance of 
a number of excellently imitated notes 
of small denomination, in the shops of 
the Strand. At the same time a swag- 
gering character calling himself Max- 
well, 2 former watchmaker at Gretna 

reen, became a familiar figure in Fleet 


street, the Strand and the City. It was 
observed that Maxwell had the habit of 
buying large notes for small ones in the 
shops of the quarter he frequented. The 
discovery of forged notes for similar 
small amounts was too striking a coin- 
cidence to be passed over. Suspicion 
gathered round him, and once, when he 
chanced to be in a shop where one of 
the notes was challenged, a witty sub- 
cashier remarked, “Oh, ho! here is an- 
other of those flams which our friend 
Maxwell mak’s well.” Maxwell finally 
grew so bold that he ventured into the 
bank itself. By this time, however, the 
authorities were hot on his track. He 
was detained at the bank on suspicion 
and taken before Sir John Fielding at 
Bow street. 

Here the past history of Maxwell was 
brought to light. The name Maxwell 
was an alias, his real name being Matthe- 
son. He had commenced his career as 
forger while still plying the trade of 
watchmaker at Gretna Green. At this 
period it was necessary for a watch- 
maker to have some skill in engraving. 
Beginning by some clumsy forgeries of 
notes on the Darlington Bank, which 
were speedily challenged, he fled to 
Edinburgh and proceeded to manufac- 
ture excellent imitations of Bank of 
Scotland notes. Encouraged by his 
success he took coach from Edinburgh 
to London, using the notes to pay his 
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expenses. He had thus left behind him 
an incriminating train of forgeries. In 
London he had turned his attention to 
counterfeiting Bank of England notes 
for small amounts. Sentenced to death, 
Mattheson tried to bargain for his life 
by revealing the method by which he 
imitated the watermark so perfectly 
that the bank’s own paper-makers de- 
clared it to be genuine. But as he had 
not disclosed the secret to any accom- 
plice there was no danger of other dis- 
honestly inclined persons turning it to 
advantage and his attempt to save his 
life was a failure. He was executed at 
Newgate. 


THE DEPRECIATIONS OF “OLD PATCH” 


Mattheson had blundered along the 
path of crime; a far more subtle rogue 
was Charles Price, a Welshman, known 
from one of his innumerable disguises 
as “Old Patch.” Price had grown old 
in a long career of evildoing before he 
turned his practised hand to the forging 
of Bank of England notes. This he 
did so expertly that they passed all the 
bank’s departments except that for veri- 
fying the numbers. In order to change 
the notes he frequently employed the 
disguise of a gouty octogenarian wear- 
ing over one eye a black patch from 
which he was nicknamed. Clarke, the 
right hand of the Bow street magistrate, 
who suspected that Price and “Old 
Patch” were one and the same, tried in 
vain to bring the frauds home to their 
perpetrator. Price, whose “earth” lay in 
the district of the Tottenham Court 
Road, always contrived by his lightning 
changes of disguise to baffle the shadow- 
ings of the Bow street runners. 

Meanwhile as Charles Price, a 
wealthy stockbroker, he was leading a 
life of pleasure in the City. It was ob- 
served that Mr. Price had the habit of 
avoiding the plate tax by hiring his 
silver from Cheapside goldsmiths, leav- 
ing parcels of bank notes as security. 
The notes being always punctually re- 
exchanged tor the silver there was no 
cccasicn to examine them. A trades- 
man less henest than his fellows how- 


THE BANKERS MAGAZINE 


ever, having opened a parcel of these 
“securities” sent one to the Bank of 
England. It was found to be forged. 
At last the police had their hands on the 
winding clue which led to Price, but 
for the moment they waited. Price, on 
his guard, now took his custom to a 
pawnbroker in Berwick street. The shop 
where “Mr. Powell,” a gentleman from 
Wales, now dealt was discovered by 
Clarke and the pawnbroker questioned 
about his customer, whose practice of 
leaving bank notes as security was found 
to be strangely similar to that of Mr. 
Price. His coming was awaited by 
police officers and on his next appear’ 
ance he was arrested. 

On January 14, 1776, after a career 
cf crime which had lasted for fifty-six 
years, he was taken to Bridewell. For 
a long time examinations failed to estab- 
lish his guilt, for witnesses, confused by 
his marvellous disguises, could no. agree 
on his identity. Finally, however, he 
was recognized and thereupon confessed 
to having altered the numbers of tellers’ 
tickets at the bank. His forging of 
bank notes, however, still remained to 
be proved. He managed to smuggle a 
message tO a woman accomplice ex- 
horting her to destroy the implements 
of his forgeries. She did so, concealing 
the water-mark wires and metal plates 
in the dustheaps behind her house. But 
her name and dwelling-place were fer- 
reted out by the indefatigable Clarke 
and the proofs of guilt discovered. Price, 
who had been living merrily in the gaol 
with the hope of ultimate acquittal, was 
condemned to suffer the death penalty. 
He eluded his judges, however, by hang: 
ing himself in his cell with a rope which 
he had contrived that his son should 
procure for him. 


THE CLIMAX OF FORGERIES 


The career of “Old Patch” came to a 
close near the end of the eighteenth 
century, the hey-day of forgeries. Their 
number rose to a climax in the opening 
years of the next century. Capital 
punishment was no deterrent. and the 
fact that the notes were for small 
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amounts and easily reproduced by any 
good draughtsman made for an abun- 
dance of counterfeits. In 1808 Birming- 
ham notes printed in large numbers 
were sold in thieves’ quarters at six 
shillings in the pound and the practice 
increased until shopkeepers were forced 
to examine minutely every note submit- 
ted by a customer.. In 1818 thirty 
thousand notes were challenged and 250 
persons were prosecuted at enormous 
cost. Matters grew so bad that in 1819 
a committee was set up to examine the 
whole question of forgery. It decided 
that 180 of the methods for discourag- 
ing the practice were useless. Opinion 
against capital punishment was such 
that witnesses frequently absconded 
rather than bring about the death of a 
fellow-man for a crime connected with 
the gaining of money. After a time, 
however, notes for small denominations 
were withdrawn from circulation. The 
death penalty was also abolished, with 
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the result that the flux of forgeries came 
to an end. 

But toward the 50’s the invention of 
photography put a new weapon into the 
hands of the forger. In 1862 the United 
States banks countered the advent 
of the photo-lithographic press by adopt- 
ing the use of a non-photographable 
colored ink. The Bank of England was 
content with continuing to experiment 
with various improvements though 
finally the ink and method of impression 
was changed and the signatures on the 
notes printed instead of written. 

At the present time manufacture of 
the notes is of the highest possible stand- 
ard and expensive plant and materials 
are compulsory, so that forgery of the 
entire note has become rare. The Max- 
well’s and “Old Patch’s” of the present 
day confine themselves to alteration in 
the values of notes or ply their malign 
skill in the wider domain of check 
forgery. 


The Bank of England at the beginning of the Nineteenth Century. 
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AUGUST, 1929 


ITH the approach of August, 

\X instead of the usual lethargic 

sessions of summer has come a 
resumption of the bull market that is 
fast putting stocks right up in the front 
row again of exhibits most precious to 
the American heart. So sweeping and 
so intelligent an advance nobody can 
dismiss without discussion. The ize 
presents the newest if indeed not the 
most interesting phase of the entire 
Coolidge-Mellon-Hoover market that had 
its beginnings in September, 1921. 
Whether the Federal Reserve System 
will confess to defeat, or throw its hat 
into the ring again, is but one of the 
questions involved. 

Up to the end of May it seemed that 
the Reserve’s warning had taken effect. 
Liquidation during the spring had re- 
duced the volume of credit outstanding 
and apparently had checked the specu- 
lative fever in the market. While the 
actual decline in the volume of member 
bank loans on securities was not as sub- 
stantial as Reserve officials had hoped 
it might be, the trend had been success- 
fully reversed. In the eyes of the Fed- 
eral Reserve Board at Washington the 
state of affairs by late May spelled 


victory for its program over the stock 
market. 


MARKET REVERSES ITSELF 


Then came a change. After reaching 
a low on May 27 the stock market re- 


versed itself. So gradual was the turn 
from declining to rising prices that at 
first it was not apparent. With pay- 
ments for the exercise of stock “rights” 
during June demanding roughly a billion 
dollars, bullish sentiment in the financial 
district was slow to take fire. Though 


gradual, the rise in stocks from that late 
May date was persistent. With the 
passing of the weeks it became acceler- 
ated until stocks by July had risen to 
new record high levels undreamed of 
eight weeks ago. 

From their lowest levels of the year 
on May 27 industrial stocks by July 20 
had risen 27.0 points as measured by the 
Standard Statistics Company's weighted 
index of fifty representative issues. By 
the same measure twenty representative 
railroad stocks had risen 30.1 points. 
Impressive as are these extraordinary 
upswings in two major groups of Ameri- 
can stocks they seem small indeed when 
set beside the unprecedented upswing 
of 82.6 points during the same period 
in public utility stocks. So precipitous 
an advance in a broad list of stocks with- 
in a brief early summer period has never 
been witnessed in recent recorded his- 
tory. Striking a general average for the 
ninety representative stocks herein men- 
tioned the advance from May 27 to July 
20 was 36.6 points. 


THE SUMMER ADVANCE OF STOCKS 


What is most interesting about this 
spirited rise in common stocks during 
the summer of 1929 to date is that so 
far as the market goes it puts the Reserve 
right back where it started early in 
February. At least it means that if the 
Reserve rightly was worried over the 
high level of stock prices at the begin- 
ning of February logically it should be 
still more worried now. In their summer 
advance stocks have moved to levels far 
above those that alarmed the Federal 
Reserve Board at the beginning of 
February, and that prompted it then to 
issue its memorable edict against specu- 
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lation. Let us see how the level of stock 
prices now compares with that on 
February 6, which was the day before 
the Reserve warning. Specifically the 
weighted index of fifty representative 
industrial stocks on July 20 stood 13.5 
points higher than on February 6. The 
index of twenty representative railroad 
stocks stood 22.4 points higher and— 
note this—the index of twenty represen- 
tative public utility stocks stood 84.9 
points higher than when the Reserve 
spoke its mind on the stock market. 
The ninety stocks averaged 26.4 points 
higher on July 20 than on February 6. 
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THE RESERVE’S CONCERN 


True the Reserve has said repeatedly 
that its concern was not with the stock 
market as such but with the credit posi- 
tion. Its interest in the stock market 
arises from the fact that the boiling 
markets of the last year have been the 
dominant force behind expansion in 
security loans. Consequently while the 
Reserve directly is not interested in the 
stock market it is interested indirectly 
whenever in Reserve opinion the market 
is inducing an unwarranted expansion 
in credit. Let us then see whether the 
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INDUSTRIAL PRODUCTION SETS NEW RECORD 


For the sixth consecutive month in 1929 the volume of industrial production in this 
country, as measured by Standard’s index, has established a new high level for any 


corresponding month in history. 


As will be seen from the above chart, the trend in 


the volume of production has been persistently upward ever since the end of 1927, 
when industry was moving at a subnormal pace. 
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summer's advance in stock prices has 
been accompanied by an absorption in 
credit such as worried the Federal Re- 
serve in early February, or whether the 
Reserve Board still may count itself the 
victor in the contest. 

By the middle of July the statistics 
for the reporting member banks pre- 
sented a different picture indeed from 
that at the end of May. Eight weeks 
ago it seemed that a fairly satisfactory 
adjustment had been accomplished. 
With the advancing stock market credit 
once more has begun to expand until 
in this respect likewise the Reserve is 
right back where it started in February. 
By the middle of July member bank 
loans on securities were up to $22,434,- 
000,000 or higher than the level of 
$22,296,000,000 reported for February 
6. Whatis still more to the point 
the expansion represented primarily a 
growth in the very item that was worry- 
ing the Federal Reserve seven months 
ago. Member bank loans on securities 
at $7,555,000,000 seemed dangerously 
high to the Reserve family on February 
6 but by the middle of July the summer 
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increase had lifted that item to $7,711,- 
000,000. 


INVESTMENT LIQUIDATION 


Now simultaneous with this expansion 
in member bank loans on securities since 
February 6 has come a pronounced de- 
flation in another item important to the 
banker. Reporting member bank invest- 
ments were still further liquidated dur- 
ing the spring and summer. By the 
middle of July the reporting member 
bank investment portfolios were down 
to $5,528,000,000 as against $6,041,- 
000,000 on February 6. Turning from 
the member bank to the Federal Reserve 
statements we find that the total volume 
of bills and securities by the middle of 
July had been reduced to $1,314,708,000 
as against $1,471,527,000 on February 
6, partly as a result of gold imports. 
Here again the statements show evidence 
of deflation in certain items, notably 
those pertaining to the Reserve's open 
market operation. For example, the 
volume of bills was reduced from $410,- 
742,000 on February 6 to $67,638,000 
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by the middle of July. Similarly the 
volume of United States Government 
securities held in the Reserve bank 
portfolios was reduced from $200,089,- 
000 to $153,115,000. This change in 
Reserve statistics affecting the Federal 
Reserve banks themselves might be 
looked upon as indicating improvement 
but simultaneous with this deflation in 
bills and Government securities has come 
an expansion in the volume of member 
bank borrowings from $851,621,000 to 
$1,083,700,000. 
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A POINT OF EMBARRASSMENT 


What the Reserve authorities find 
particularly embarrassing about the 1929 
summer bull market is that it has come 
just when the Reserve was anxious to 
reverse its money program in response 
to the demands of the season in industry 
and in response to the demands of world 
finance. Normally the Reserve late in 
August begins to purchase bills and 
thereby ease money rates for industry 
in connection with the crop movement. 
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RECENT TRENDS IN CORPORATE SECURITY FINANCING 
Up to late in 1928 bonds were more popular than stocks as a vehicle for corporate 


financing. 


Since that time, with the increasing popularity of stocks and the bull 


market, corporations have been raising a larger proportion of their funds through the 


sale of stocks than through the sales of bonds. 


While the lines did not cross until 


less than a year ago, the volume of bond offerings has been declining since the middle 
of 1927 whereas the volume of stock offered has been rising since then. 
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Its drastic and persistent liquidation of 
bills in the open market throughout the 
spring and early summer has reduced 
the bankers’ acceptance portfolio to its 
lowest level in years. That means the 
Reserve is in an excellent position sta- 
tistically to resume purchase of bills on 
a broad scale. 

That it will take in its usual quota 
of bills with the approach of autumn 
nobody doubts, but the recent flare-up 
in the stock market, by inducing fresh 
expansion in credit, obviously makes the 
Reserve's position that much more difh- 
cult at this time. Certainly the Re- 
serve's sales of bills and securities so far 
this summer give no indication of a re- 
versal in policy although it is an open 
secret that the Reserve would welcome 
an opportunity to ease conditions if it 
could do so without too completely 
nullifying its early 1929 stand. 

From some quarters the Reserve met 
greater opposition to its February money 
Program than it contemplated largely 
because the financial district saw the 
serious threat to business involved in 
a flare-up in money rates on critical 
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periods. Consequently with the ap- 
proach of July 1 the leading bankers 
of New York entered into an informal 
agreement to join their efforts to pre- 
vent a repetition of the late March 
experience when call money rose to 20 
per cent. and when the stock market 
broke severely. Notwithstanding the 
substantially heavier burden that the 
money market was called upon to bear 
around the mid-year settlement period 
the rate on demand funds remained 
fairly stable on a level lower than that 
witnesced in March. What the banks 
in this agreement did was not to make 
a formal protest against Reserve policy 
but to seek to iron out the peaks over 
critical money dates. 


THE BOND SITUATION 


With the record rise in the stock 
market that has been discussed bonds 
have continued downward, and still 
remain close to their lowest level in 
recent years. Simultaneously with the 
expansion in credit for stock market 
uses both the member banks and Reserve 
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banks have liquidated bonds persistently. 
From the standpoint of their bond port- 
folios therefore the member banks and 
the regional institutions have undergone 
drastic deflation. 

Up to late in 1928 the great majority 
of corporate security offerings in this 
country were in the form of bonds 
rather than stocks. For a long period 
of years new funds had been raised in 
the United States primarily not through 
the flotation of stock issues but through 
the flotation of bonds. Late in 1928 
styles changed. Instead of bonds the 
public demanded stocks. Putting the 
matter in another way, American corpo- 
rations, seeing the unprecedented popu- 
larity of stocks, gradually switched from 
bonds to stocks as the more desirable 
vehicle for new financing. Many com- 
panies were heavily in debt and seized 
the chance to improve their corporate 
structures. With 1929 bonds have be- 
come increasingly less popular, and 
stocks increasingly more popular. And 


throughout the year to date the pre- 
ponderance of corporate security offer. 
ings for the first time in recent history 
has been in the form of stocks rather 


than bonds. 


STOCK VS. BOND YIELDS 


In this connection it is significant to 
note that over a long period of years 
up to February, 1928, the available yield 
to an investor in stocks was greater in 
our security markets than that available 
to the investor in bonds. As the rising 
stock market reduced the available yield 
from stocks, the indicated yields on 
stocks and bonds gradually came to: 
gether. They met in February, 1928. 
At that time it made little difference 
from the standpoint of yield whether an 
investor bought stocks or bonds. He 
could obtain a yield of 4.39 per cent. 
through an investment in representative 
stocks. He could obtain a yield of 4.39 
per cent. through an investment in rep- 
resentative high-grade bonds. Then the 
two parted ways. The indicated yield 
from stocks fell still further with the 
continued rise in the shares market 
whereas the indicated yield on bonds 
rose as bond prices fell. Consequently 
by the middle of July, 1929, the indi- 
cated yield on representative stocks had 
fallen to 3.11 per cent., whereas high- 
grade representative bonds were offering 
a yield of 4.74 per cent. 


RECORD DISPARITY IN YIELDS 


Never before in history has the dis- 
parity between stock and bond yields 
been so wide as it is now. That is to 
say never before were bonds so cheap 
relative to stock prices as now. While 
there have been signs here and there of 
a turn in the money market or at least 
some relaxation in rates the bullish effect 
of such a change has not yet been mate’ 
rially felt in the bond market. 

Perhaps one reason the money author’ 
ities have not recently pushed their firm 
money program more vigorously is that 
industry gives no indication of any 
serious recession resulting from tighten: 
ing money rates. Indeed on the con: 
trary Standard’s index of industrial 
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production for six consecutive months 
in 1929 has reached a new record high 
level for any corresponding month in 
history. At 134.8 in June this index 
not only was higher than any other June 
but came very close to the record high 
for any month established in May at 
137.6. What this means is that the 
June level of industrial activity stood 
13.5 per cent. above that a yéar ago. 
And the significance of this sustained 
high rate of activity in business lies in 
the wide diversity of improvement over 
a year ago. The gains represent not 
simply an acceleration in the production 
rates of two or three groups but in virtu- 
ally every leading industrial unit. The 
production index in June for steel was 
151.2 as against 112 a year ago. That 
for the motor industry was up to 192 
from 146.6, tires to 261.8 from 187, 
gasoline to 260 from 220.7, tobacco to 
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230.2 from 179.5, chemical to 138.3 
from 120.4, silk to 170.7 from 153.1, 
electrical power to 193.3 from 170.1, 
petroleum 183.5 from 163.4, copper to 
152 from 121.7 and lead to 128.8 from 
102.2. 

As the second half of 1929 progresses 
movements within the money market 
tend to confirm the hope that the re- 
maining months of the year should bring 
no serious further increase in money 
rates unless an unforetold expansion in 
speculative activities drives the charge 
up. At the same time it is difficult at 
the moment to see signs of any such 
drastic downward adjustment in rates 
as were predicted by some early this 
summer. A continued inflow of gold, 
a reversal in Federal Reserve policy and 
a diminution in the demands of the stock 
market for funds all could ease rates 
considerably but there is no guarantee 
that these changes will all come about. 


National City Passes Two Billion Dollar Mark 


York, which in 1919 set a new 
record for United States banking 
by reporting total resources of more 
than a billion dollars, has passed a new 


[ve National City Bank of New 


mark. Its total resources in its latest 
statement, that of June 29, crossed the 
two billion dollar mark, to a total of 
$2,062,400,000. 


Surplus and 
undivided 


Capital profits 





$1,053 
1,520 
2,427 
5,490 
31,588 
64,033 
61,082 
51,071 
51,902 
53,297 
65,032 
66,287 
71,176 
76,994 
125,260 


$1,000 
1,000 
1,000 
10,000 
25,000 
40,000 
40,000 
40,000 
40,000 
40,000 
50,000 
50,000 
75,000 
90,000 
110,000 


The growth of the National City is 
shown in a table which the institution 
has published recently giving figures for 
capital, surplus and undivided profits, 
loans, deposits and total resources for 
each year from 1870 to the present time. 
The table given below is made up of 
some of the figures from the table given 


by the bank. 


Total 

Loans resources 

000 omitted 
$4,796 
9,363 
9,942 
86,874 
130,861 
644,593 
526,800 
543,907 
472,547 
584,744 
634,949 
789,013 
1,060,101 
995,574 
1,249,135 


Deposits 





$4,933 
18,428 
16,353 
151,479 
215,737 
698,592 
648,987 
756,747 
728,640 
913,082 
921,573 
1,083,599 
1,275,042 
1,349,024 
1,470,892 


$6,986 
20,948 
19,781 
181,014 
282,004 
1,043,536 
821,908 
950,847 
920,174 
1,142,329 
1,215,033 
1,394,390 
1,682,803 
1,847,705 
2,062,400 
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New Fields for Trust Service 


A Plea for a Keener Appreciation of the Potentialities of New 
Forms of Trust Endeavor 


By JAMES A. BACIGALUPI 
President Bank of Italy, N. T. & S. A. 


tion and the insatiate demand of the 

public for more and varied gra- 
tuitous personal service, banks must of 
necessity turn to the newly discovered 
fields of trust activitv which offer great 
and varied potentialities of not only 
restoring narrowing banking profits, but 
of greatly increasing their net revenues. 

Based on past performance and 
present promise, it should follow as a 
logical sequence that the modern bank 
must place its trust department at least 
on a par as to prominence and impor- 
tance with the general banking depart- 
ments, and rightfully look to it, if given 
the same encouragement and equipment, 
for more than its share of the dividend 
requirement and surplus profits of the 
entire institution. 

Dollars and cents trust profits will 
come as a matter of course when bank- 
ers give more serious study to the vari- 
ous phases of trust service and acquire 
the same facility in handling the admin- 
istration of a living trust or the executor- 
ship or trusteeship under a will as they 
are expected to exercise in the many 
phases of finance with which they come 
in daily contact. 

Another intriguing feature of cor- 
porate trust service, in addition to the 
most appealing human side of the busi- 
ness, lies in the fact that the idea of 
competition is supplanted by the con- 
sideration of co-operation and that in the 
trust business there is no competition in 
the real sense of the term. In other 
words, every success achieved and work 
done in this field by one bank inevitably 
inures to the benefit and profit of all, 


From an address before the California 
State Bankers Association convention. 


I: this day of keener banking competi- 


because the one thing that has unduly 
retarded the development of our trust 
departments in the past has been the un- 
enlightenment of the majority of bank- 


Tag] 


James A. BACIGALUPI 
President Bank of Italy, San Francisco. 


ers and the general public, as well, on 
the subject of the nature and the bene- 
fits of this great service. 


MAKING PUBLIC “WILL CONSCIOUS” 


The insistent message to. the public 
that a well planned and well written 
will is the only proper method of dis- 
posing of an estate and that a corporate 
executor or trustee is the surest guaran- 
tee that such wills shall be faithfully 
and economically administered has met 
with most gratifying response. It would 
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appear, indeed, that the public mind is 
now definitely turned in the direction 
of trust company management. It is 
apparent, too, that there is dawning on 
the consciousness of the public at large 
the conviction that to die intestate is to 
declare to the world that the future 
welfare of wife and children and other 
dependents is of no moment. 

It is this awakened sense of the duty 
of “will making”—this direct result of 
the vigorous nation-wide educational 
effort of trust companies—that has 
initiated and set in motion the immense 
inflow of potential trust business which 
bids fair to tax the capacity of our trust 
companies and the trust departments of 
our banks. 

By a continuation of the wholesale 
educational effort to bend the public 
attitude toward trust-mindedness, the 
business extension effort of the future 
will meet with but little resistance; the 
average man of wealth will no longer 
receive, with reluctance, the suggestion 
of a definite plan for the administration 
of his estate, but will rather regard the 
discussion of the vital problems of his 
will as a business proposition to be 
solved with the co-operation of his at- 
torney and his banker, while he is still 
in the full and vigorous possession, and 
in the free and prudent exercise, of his 
mental faculties. 

Too often in the past have our men 
of affairs died intestate, their estates 
passing to their heirs, it is true, in ac- 
cordance with the laws of succession, 
but wholly at variance with their known 
wishes and certainly at variance, quite 
often, with the dictates of good judg- 
ment. Fatal procrastination in ‘will 
making should not run its course to the 
detriment of those who must be the 
innocent sufferers. 

In endeavoring to make his customers 
“will conscious,” the far-seeing banker, 
through his trust department, is per- 
forming a distinctly meritorious service. 
Indeed, the persistent propaganda of 
“will making” finds its complete justi- 
fication in the intrinsic virtue of its 
cause, and in the benefits that accrue 
to those who follow its suggestion. 
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DEVELOPMENT OF LIVING TRUST 


I am not unmindful of the im 
portant and newer type of service per- 
formed under the title of “living trusts” 
and the tremendous forward steps that 
have been taken during the last few 
years to promote and develop it. 

Enormous as are the fortunes that, 
in part at least, are trusteed, in one 
form or another, under private trust 
agreements, still greater, in prospect, are 
the fortunes represented by trusteed life 
insurance policies. Life insurance, like 
a great giant that has but lately found 
his stride, increasing by leaps and bounds 
because of the realization that the in- 
surance of human lives must be viewed 
as to its objects in terms of income 
rather than of principal, now looks to 
the corporate fiduciary as the comple: 
mentary medium for the complete 
fruition of its purpose, because life in- 
surance without a concomitant con- 
servation plan fails of its essential 
destiny. 

Progressive underwriters and field 
men of our more important life insur- 
ance companies are now almost uni- 
versally well-informed concerning the 
value of corporate trust service. They 
make the “trust approach” in dealing 
with their clients, and thus it will be 
but a matter of a short time when the 
entire life insurance fraternity will be 
the leading spokesmen of the life in- 
surance divisions of our trust depart- 
ments in their respective communities. 
Insurance companies, on the other hand, 
are aware of the value of discretionary 
individualized trust administration of the 
proceeds of life insurance, and are con- 
vinced of the importance and value of 
our service in connection with theirs in 
making the appeal to the public for 
business. They are aware, too, that in 
business life insurance for partnerships 
and corporations, our trust department 
must play the leading role. 


LIFE INSURANCE-TRUST COMPANY 
CO-OPERATION 


How gratifying is this new partner- 
ship between the great life insurance 
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for depositors by exposing imme- 
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and to prevent counterfeiting their 
manufacture is guarded as the govern- 
ment guards bank-note paper. The 
superior quality of these fine new 
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unusual durability and strength as 
well as in their velvety writing sur- 
face and beautiful tints. 
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companies creating new wealth on the 
one hand, and the trust companies on 
the other hand conserving the wealth 
so produced, working hand in hand, 
through their respective personnels, in 
the closest unity of purpose, in order 
that the beneficiaries of life insurance 
may be the better rrotected and their 
comforts and independence the better 
assured. 

It is of great significance, therefore, 
to trust men, that in the United States 
today there are in force nearly $100,- 
000,000,000 of life insurance; that this 
is increasing at the rate of $15,000,000,- 


000 a year, and that while only 1 per 
cent. of the total life insurance now in 
force is held in trust, yet over 60 per 
cent. of this 1 per cent. was trusteed 
during the last year. 

What if the total claims paid in cash 
by life insurance companies last year, 
estimated to be in excess of $700,000,- 
000, had been committed to the care of 
trust companies instead of having been 
paid, in great measure, to beneficiaries 
in bulk sums? 

Here, indeed, is a fertile field for 
trust companies! Shall they remain pas- 
sive and inert in the presence of such 
extraordinary opportunities? 


Debating team of the New Orleans chapter, American Institute of Banking, which 


won the national championship at the A. I. B. convention in Tulsa. 


team are, from left to right: 


Members of the 


Mark Bartlett, Hibernia Bank and Trust Company; 


BD... Hanemann, Canal Bank & Trust Company; A. E. Romershauser, Whitney 
Central National Bank; and P. J. Thibodeaux, Whitney Central Trust & Savings 
Bank, alternate. 
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A New Messenger for the Banker 


The Story of a New Means of Rapid Communication That Is 
Being Applied to Numerous Phases of Commercial 
and Investment Banking 


By K. T. Roop 


ik increasing tempo of modern 


business, operating over constantly 
widening areas, has created an un- 
precedented demand for means of com- 
munication that will provide the close 
contact necessary between the scattered 
units of a single organization. Whether 
they are across the street from each 
other or across the continent, these units 
require a medium of communication that 
will permit a degree of co-ordination 
approaching that of an organization 
housed in a single building. 
To meet this demand the telephone 
typewriter has been adapted by the Bell 


System to business uses. This device 
has for many years been the principal 
channel of the press for collecting and 
distributing the nation’s news stories. 
The telephone typewriter is a device 
which typewrites by wire. The 
machine is similar to the ordinary type- 
writer and is operated in the same way. 
The chief difference is that a key pressed 
on one machine reproduces the proper 
letter not only on its own paper but 
also, simultaneously, on the paper of 
similar machines which may be located 
next door or hundreds of miles away. 
In effect, the service is a vehicle for 


Telephone typewriter machines in the New York office of the First National Corpora- 


tion in Boston. 


These machines establish a typewriter link. with offices of the corpo- 


ration scattered from Boston to St. Louis. 
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Offices of E. A. Pierce & Company, New York brokerage house, scattered over the 
continent from coast to coast and from Canada to the Gulf, are intimately linked by 
telephone typewriter. 


written conversation just as the tele- 
phone is a carrier of the conversation. 
Words spoken in one office are repro- 
duced in print a moment later in one 
or more distant offices and the answer 


comes back the same way. Transmis- 
sion is, of course, instantaneous. 

These features of the service have 
made it peculiarly adaptable to the ac- 
tivities of the financial institution, 
especially where its units are scattered 
over a wide area and it is operating in 
a highly competitive field. Already it 
has been applied to numerous phases of 
the banking and brokerage business. Ap- 
proximately 80,000 miles of telephone 
typewriter circuits are now used by in- 
stitutions of this kind. 

_In any form of trading the service 
is an important adjunct to operations, 
enabling the bank to complete transac- 
tions as quickly as if all parties were in 
a singe office. The bond department 
can quickly dispose of orders. A quota- 
tion can be obtained immediately and 
Within a few minutes the client has a 


notice of purchase or sale at a stated 
price. The same is true, or course, of 
any stocks which the bank may handle. 
And when the securities are forwarded, 
notice of the shipment is received imme- 
diately by the office to which they are 
consigned. 


FACILITATING HANDLING OF PAYMENTS 


The way in which the service handles 
payments greatly facilitates the opera- 
tions of the bank. The intimate contact 
it establishes makes the transfer of 
funds as simple a matter as if the two 
banks involved adjoined each other. 
Millions of dollars are handled in this 
way by banks using the service. 

Foreign exchange is another phase of 
the banking business in which this 
machine renders important service. The 
headquarters of a large bank is in close 
touch with the currency situation in 
other countries and is able to give the 
latest quotations on any foreign money. 
By means of the telephone typewriter 
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link with headquarters, the bank’s 
branches can give to their clients ex- 
actly the same service, and the client 
who wishes to pay a bill in francs or 
cash an order in marks can get the best 
price available. 

Scarcely less important is the advan- 
tage the branch banks derive from re- 
ceiving immediately from the headquar- 
ters’ office the latest reports on all foreign 
affairs, including political conditions, 
which affect the financial situation. This, 
of course, greatly extends the field of 
the branch bank as financial consultant 
to its clients. In short, by means of this 
channel, the branch shares with the 
main office its intimate touch with af- 
fairs abroad. 

Dealings in acceptances are likewise 
expedited by the use of this apparatus, 
increasing the negotiability of the ac- 
ceptance and insuring against difficul- 
ties which might arize where the con- 
tact was less intimate. In the same way, 
the circuit can be made a valuable chan- 
nel for the exchange of credit informa- 
tion. With the business operations of 
both bank and clients extending into 
widely scattered cities, the rapid check- 
up possible often saves serious losses— 
in money, where the firm under 
scrutiny is not responsible; in business, 
where it is wholly so. 

These are but a few of the opera’ 
tions of the financial institution in which 
the telephone typewriter is being daily 
employed to speed up transactions in- 
volving millions of dollars. In the case 


of brokerage houses, of course, a tremen- 


dous volume of transactions in stocks, 
commodities and produce is handled 
over such circuits. As its name im- 
plies, the instrument combines the ad- 


A telephone typewriter circuit pro- 

vides a private communication chan- 

nel of large capacity between the 

offices of S. W. Straus & Company 
in New York and Chicago. 


vantages of two major accessories in 
the conduct of modern business—the 
telephone, with its intimate contact, 
speed and flexibility, and the typewriter, 
with its accuracy and the permanence 
of its “output.” 

The following is one example of tele- 
phone facilities as utilized by a financial 
institution: 


TELEPHONE TYPEWRITER FACILITIES FURNISHED BY AMERICAN 
TELEPHONE & TELEGRAPH COMPANY TO THE FIRST NATIONAL 
BANK AND FIRST NATIONAL CORPORATION OF BOSTON 


Circuit 
Chicago-New York- 
Boston 
Cleveland-Pittsburgh- 
New York 
Baltimore-Philadelphia- 
New York 
New York-Hartford- 
Boston 
St. Louis-Chicago 


Type Machine 


High speed tape duplex 
High speed tape single 


Air Line Mileage 
927 


440 





NEW ENGLAND’S 


LARGEST 


SRS FT COMPANY 





THE NATION'S PLAYGROUND 


THE CHARM OF NEW ENGLAND SUMMER 


SIx states... cool summer breezes blowing in every direction from off a broad 
expanse of ocean water. Spreading elms — ancient “‘post’’ roads — memories of 


Long fellow, Whittier, and Lowell. New England has preserved so much... 


4] New England ... its history stretches 
back 300 years. The finest traditions of 
a great democracy. Tiny white churches 
—college towns —Down East hospitali- 
ty. Where the social and economic life 
of the colonies had their start. The old- 
fashioned pews, quaint exteriors, 

the small-paned windows, huge ~~ 
fireplaces, the clock that ticked 

off the seconds long ago as 1746 

.. . they are all here. 


4 Play golf this summer with a mountain 
towering above you. . . a lake at your 
feet. Pitch your camp among pine for- 
ests... follow a tumbling stream... 
put to sea... explore quaint fishing vil- 
lages. Work or play. . . nowhere is there 
. a more compact and accessible 
area. Establish your summer bank- 

ing connection with Old Colony 
Trust Company and learn how 
helpful we can be to the visitor. 


x OLD COLONY x 


TrRusT COMPANY 


17 Court STREET, 


BosTon, 


MASSACHUSETTS 





Problems in Bank Credit 


By M. E. RoBERTSON 


THE BANKERS MaGazINE has secured the services of a capable credit man to 


answer the inquiries of readers on current problems of the credit manager. 


Questions 


of general interest to credit men and bankers will be answered and only the initials of 


the persons asking the questions will be used. 


In case the question is not one of 


particular interest to bank credit men as a whole or is one which has been answered 


before, a reply will be made by mail. 


In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable the 


editor to draw the proper conclusion. 


Inquiries should be addressed to the Editor, 


Bank Credit Problems, THE BANKERS MaGazINE, 71-73 Murray Street, New York. 


UESTION: In the May, 1929, 

issue you suggested a form of 
balance sheet to be used by a country 
bank in conjunction with its depositors. 
Do you not feel that the form is lengthy 
and that customers would be frightened 
by it? F. R. V. 


ANSWER: We do not believe so. 
This form is in use (with the exception 
of one or two small changes) at the bank 
with which the writer is connected and 
we find it very practical and get a splen- 
did response to it. The additional in- 
formation added to the form as shown 
in the May issue is as follows: 

What amount of notes receivable have 
you discounted at bank? 

What mortgages or parts of mort: 
gages must be paid this year? 

What fire insurance is: carried on 
merchandise? 

What liability have you as indorser 
or guarantor on notes for others? 

Do you make it a practice to indorse 
notes for others? 

One thing that has helped more than 
any other to bring a favorable response 
to these statements, which are printed 
in black on a white sheet folded over 
to letter-head size, has been the printing 
in the upper right-hand corner of the 
following—*Confidential, for the use of 
the First National Bank only.” This is 
Printed in large letters in red, which 


creates a spirit of confidence and has 
helped considerably. 


QUESTION: Will you please give 
your views regarding inventory turn- 
over? I have seen several methods of 
calculating turnover suggested, but 
would like a method that can be con- 
sidered accurate and fair. C. W. T. 


ANSWER: A person figuring in- 
ventory turnover from a balance sheet 
has a more difficult proposition than the 
executive of a corporation who has 
averages available. A company makes 
a balance sheet showing merchandise of 
$60,000 and sales of $600,000. With 
only this data, one would say turnover 
was ten times. A statement comes along 
from the same company a year later, 
showing sales of $600,000 but an in- 
ventory of only $20,000. If we divide 
these sales by the closing inventory we 
get a turnover of thirty times, whereas, 
if we divide them by the opening in- 
ventory of $60,000 we get a turnover 
of ten times. If we average the opening 
inventory of $60,000 and the closing in- 
ventory of $20,000 we get an average of 
$40,000 which, when divided into sales 
of $600,000, gives us a turnover of 
fifteen times. Inventory is presumably 
figured at cost or market, whichever 
is lower, whereas sales represent the 
selling price, which contains a profit. 
Therefore, a fair way to figure turnover 
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Condensed Statement of Condition, June 29, 1929 


Che 
Cleveland. 
Crust Company 


Located at Euclid Avenue and E. 9th Street 
and in 52 Other Community Centers 
in and Near Cleveland 


RESOURCES 


Cash on Hand and in Banks . . . .$ 31,604,661.40 
U.S., State, Municipal and Other Bonds 

and Investments . . . .  32,937,480.14 
Loans, Discounts and hédvemces . . « 204,167,611.47 
Real Estate and Banking Houses . . . 5,720,294.35 
Interest and anand Accrued and Other 

Resources .. i ab 2,114,285.62 
Customers’ Liability « on ‘Lewes of Credit 

and Acceptances Executed bythis Bank —_7,322,037.93 


Total . . .. . . . $283,866,370.91 


LIABILITIES 
Capital Stock . . - . «  «$ 10,000,000.00 
Surplus and Undivided Profits ea 8,372,976.43 
Reserve for Taxes, Interest, etc. . . . 726,543.28 
Dividend Payable nh eer « 6 « 300,000.00 
Deposits ... . « . + 256,408,285.09 
Other Liabilities . . . or ae 736,528.18 


Letters of Credit and Acceptances 
Executed for Customers . . . . .  7,322,037.93 


- $283,866,370.91 


Member, Federal Reserve System 
Member, Cleveland Clearing House Association 
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is to add to the inventory at the begin- 
ning of the year the purchases for the 
year and to deduct from this the inven- 
tory at the close of the year (this figure 
is ordinarily the cost of goods sold) and 
divide this figure by the average inven- 
tory for the period. In the case of the 
above mentioned figures, we will assume 
the gross profit is 20 per cent.—the 
opening inventory was $60,000—pur- 
chases would be $440,000, or a total of 
$500,000. From this we subtract the 
closing inventory of $20,000 and have 
net merchandise of $480,000. This, 
when divided by the opening inventory, 
gives a turnover of eight times, when 
divided by the closing inventory gives a 
turnover of twenty-four times and when 
divided -by the average of opening and 
closing inventories gives a turnover of 
twelve times. This seems like the fair- 
est figure obtainable under the circum- 
stances. A fairer way would be to 
average inventory monthly or something 
of that sort. 


QUESTION: We are considering 
establishing a credit bureau in our 
Board of Trade for the purpose of giv- 
ing credit information to our local mer- 


chants. Some members have not felt 
the plan practical and feel it is expen: 
sive. We have a paid secretary and 
stenographer only and do not care to 
Increase our expense by undertaking 
this work. Will you please make any 
comment you believe will be of interest 
to use. C. B. J. 

ANSWER: It so happens that about 
a year ago the writer sat on a committee 
to discuss the same sort of a proposition 
as you have in mind. There are many 
sides and angles to the undertaking and 
it requires more particularly an analysis 
of your own situation. You must first 
consider the size of your membership 
and the number of such members likely 
0 be benefited. Ice cream stores, drug- 
gists, auto dealers, news stands, cigar 
stores, etc., that sell for cash or to 


clients with whom they are familiar, are 
not so likely to be interested. Those 
chiefly interested will be merchants 
selling ordinary priced articles on open 
account (dry goods, department stores, 
etc.). You must next decide what 
amount of activity in the way of in- 
quiry will be made by such merchants 
and the nature of their requests. Will 
your secretary and his stenographer be 
able to handle this additional work? In 
this connection also, you must consider 
that most inquiries will be concerning 
individuals and if there is any class of 
credits difficult to check it is that of 
the individual. No statements, no accu: 
rate knowledge of worth, but just a 
guess as to what they own, the way 
they live and what appearances convey. 
If your community has a number of 
newcomers and a changing complexion 
as to residents, the difficulty of checking 
individuals increases. You can readily 
see, therefore, that to check credits of 
individuals for your merchants means 
increased work, varying in proportion 
to the number of such inquiries and the 
nature of your community. Also, your 
work will be regulated by the direct 
work done by your merchant members. 
Do your merchant members have their 
customers fill out some sort of a ques- 
tion, giving references, etc., or do they 
just intend to call the Board of Trade 
and say—‘“Find out something about 
John Jones”? So your question is a 
difficult one. The writer questions very 
much, however, the usefulness or value 
of a credit bureau which is trying to be 
run without any expense. If it is going 
to do a worthwhile job it seems to me 
that it means work; work means expense 
and, perhaps, the members of your or- 
ganization not interested in the credit 
bureau should not have a part of their 
dues appropriated for that purpose. 
This might be offset by interested mem- 
bers using the credit bureau paying 
something to help defray the expenses 
thereof. 





Banking and Commercial Law 


A Monthly Review of Important Decisions of Current Interest Handed Down 
by State and Federal Courts Upon Questions of the Law 
of Banking and Negotiable Instruments 


INSERTING USURIOUS INTEREST 
CLAUSE WITH WRONG- 
FUL INTENT 


Nikkel v. Lindhorst, Supreme Court 
of Colorado, 276 Pac. Rep. 678 — 


Ts defendant, an attorney, signed 


a promissory note as maker and 
inserted a provision calling for in- 

terest after maturity at the rate of 
2 per cent. per month. This made the 
note usurious and it was apparent that 
the defendant's object in inserting the 
provision was to enable him to plead 
usury as a defense when sued on the 
note. The court held, under the cir- 
cumstances, that the defense was not 
available and that the defendant was 
liable on the note. 

The facts out of which the case arose 
are stated as follows by the court: 

“Howard C. Louthan, a real estate 
broker, made a loan of money to Sam 
Nikkel, a lawyer. The principal of 
the loan was paid, but not the accrued 
interest. The parties were friends and 
lived in the same community. Some 
time thereafter Nikkel applied to Lou- 
than for another loan of money. Lou- 
than was not disposed to comply 
partly because Nikkel had negected to 
pay him the interest due on the former 
loan. Nikkel renewed his application 
and vigorously pressed it. He told 
Louthan that he was in _ financial 
trouble and had to have the money; 
that he was overdrawn at the bank, 
and was behind three months with his 
rent on his home, and was about to 
lose his furniture. Considering the cir- 
cumstances, Louthan finally consented 
to make a loan to Nikkel and take the 
latter's promissory note for $80, to 
bear interest at 8 per cent. per annum, 
which principal sum was made up of 
the $5 interest due on the former loan, 
236 


and $75 cash advanced at the time. 
The parties were in the office of Nikkel 
at the time the arrangement was com: 
pleted. Nikkel observed that he could 
not afford a stenographer, and _ said 
that, if Louthan had a_ stenographer 
in his office, which he had, they might 
go from his office to that of Louthan, 
and he there would dictate to Lou 
than’s stenographer what should be in- 
serted in the blank form of the note 
and a bill of sale, which he proposed to 
give as a mortgage upon a lawyer's 
safe file or cabinet in his office as se 
curity for the advancement. The 
parties accordingly went to Louthan’s 
office, where Nikkel made the dictation 
referred to and signed a _ promissory 
note in the principal sum of $80, and a 
bill of sale, and left them with Lou- 
than. 

“The bill of sale, intended as a 
mortgage, contained a provision that 
the safe file or cabinet should not be 
withdrawn from Nikkel’s office without 
the consent cf Louthan. Nikkel hav- 
ing failed to pay the note at maturity, 
and having removed the safe file from 
his office without the consent of the 
mortgagee, Lindhorst, a debt collector, 
to whom Louthan had previously as 
signed the note and mortgage for 
convenience in collecting, brought 
this action in replevin to regain 
possession of the safe file. The action 
is to be determined as if the parties 
to the suit are Nikkel and Louthan. 
Nikkel and Lindhorst were present at 
the trial before the justice of the peace, 
but Louthan was absent. The judg 
ment there was for the defendant and 
the plaintiff appealed to the county 
court, and at the trial there, where both 
parties were present and _ represented 
by counsel, the county court, without 
a jury, made findings for the plaintiff 
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and gave judgment to the paintiff for 
possession of the safe file or cabinet, or 
$45 in money, which was the balance, 
without interest, due on the loan; $35 
having previously been paid. The de- 
fendant is here with his writ of error. 
“The defense to the note is usury. 
_ The note for $80 was payable 30 days 
after date, with interest at the rate of 
8 per cent. per annum, payable semi- 
annually from date until paid. The 
blank form was such as is in common 
use in this state by bankers. At the 
close of the printed form, Nikkel in- 
serted in typewriting the following 
words, which are immediately above 
his signature to the completed note: 
‘If note is not paid at maturity then 
in that event it shall bear interest at 
the rate of 2 per cent. per month.” 
In holding that the defendant was 
liable on the note notwithstanding the 
usurious clause the court said: 
“Section 3797, C. L. 1921, included 
in our Money Lenders’ Act, provides 
that no person, who is within the in- 
hibition of the statute,.and in Rice v. 
Franklin Loan Co., 82 Colo. 163, 258 
P. 223, we held this statute applied not 
merely to those engaged in the business 
of lending money but to all persons, 
shall charge, contract for or receive 
any interest or consideration greater 
than 12 per cent. per annum upon the 
loan, use, or forbearance of money of 
the amount or value of $300 or less, 
and that no loan for which a greater 
rate of interest is charged than is thus 
allowed shall be enforced in this state. 
It thus appears that by this statute it 
is contrary to public policy in Colorado 
for any one to exact as interest on a 
loan of money for $300 or less, in any 
amount greater than at the rate of 12 
per cent. per annum. This court al- 
ready has had occasion to construe 
this statute in Beneficial Loan Co. v. 
Ira, 75 Colo. 379, 226 P. 136, and in 
other cases, and is not disposed to re- 
lax the doctrine there announced. In 
39 Cyc. p. 953, it is said: “When an 
excessive rate of interest is made pay- 
able only in case of default in pay- 
ment of the principal, the higher rate 


is not for the use of money but is im- 
posed as a penalty for non-performance 
of the contract. Whether such 
penalty for the non-performance of the 
contract is held enforceable or not, all 
authorities are agreed that the contract 
is not usurious, but remains a valid and 
enforceable obligation against the 
debtor’-—citing many authorities. At 
page 954, the author further says: “A 
contract made in good faith, that a 
loan, legal in its inception, shall after 
maturity until paid bear a rate of 
interest higher than permitted by the 
usury statutes, is not usurious. 27 
R. C. L. p. 265, § 69. 

“Assuming, but not deciding, that 
these declarations are not applicable to 
our statute, yet we refer to them, not 
because the decision of affirmance here 
is based upon them, but chiefly to 
show that this loan, as really made, 
was to bear interest at the legal rate 
of 8 per cent. per annum, and that the 
language at the close of the note above 
quoted providing that, if the note is 
not paid at maturity, it shall bear the 
illegal rate of 2 per cent. per month, 
was not known to be there by Lou- 
than payee when he received it. In 
the argument of defendant’s counsel 
here, they are silent about the interest 
which the note is to bear per annum. 

“The question for decision here 1s 
whether the defendant is in a position 
to be heard with his defense of usury. 
The defendant is a lawyer. Louthan, 
according to the testimony, is unac- 
quainted with the law, is not engaged 
in the business of lending money, and 
did not know of this statute or the 
provision it made against an excessive 
rate of interest. His ignorance of the 
statute, of course, does not excuse him. 
But it is entirely clear that he had no 
intention of lending money or getting 
a note bearing interest at the rate of 
2 per cent. a month or to exact of the 
maker anything more than 8 per cent. 
per annum for the use of his money. 
He did not ask for an excessive rate 
of interest, did not know that Nikkel 
had inserted such a provision in the 
note immediately above his signature 
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when it was tendered to him. He 
trusted the defendant as a friend and 
as a lawyer to draw up the note and 
the bill of sale, and supposed that he 
was drawing a legal instrument cor- 
rectly evidencing their agreement, and 
not one which, as a lawyer, he knew 
was contrary to public policy, so far 
as concerns the interest after maturity 
of the note. The action, having been 
begun before a justice of the peace, 
there were no written pleadings. The 
evidence in this case is sufficient to 
justify the court in finding that the 
defendant, Nikkel, perpetrated a will- 
ful fraud upon his friend Louthan, who 
was lending him money to pay debts 
that were being pressed against him, 
and that Louthan had no intention to 
demand or receive illegal interest.” 


BANK RESTRAINED FROM GIV- 
ING INFORMATION CON- 
CERNING DEPOSITORS’ 
ACCOUNTS 


Brex, Deputy Chief of Police, v. Smith, 
Prosecutor of Pleas, Court of 
Chancery, New Jersey, 

146 Atl. Rep. 34 


A bank is under an obligation to its 
depositors not to give out information 


concerning their accounts until di- 
rected to do so by a court order. Ina 
proper case, a court of equity will, by 
injunction, restrain a bank from giving 
such information. 
_ In this case the defendant prosecut- 
ing attorney sought to obtain informa- 
tion from the defendant banks regard- 
ing the bank deposits of all of the 
members of the Newark, N. J., police 
force and, in some instances he sought 
information concerning the accounts of 
wives of policemen. The prosecutor 
refused to reveal the use which he in- 
tended to make of this information be- 
yond stating that it was “to assist him 
in such investigation he was making.” 
The court held that the plaintiff, 
Deputy Chief of Police, was entitled 
to an injunction restraining the de- 
tendant banks from giving to the 
Prosecutor the information he desired. 


The court pointed out that the proper 
course for the prosecutor was to pre- 
sent to the grand jury his evidence, if 
any, that a criminal act had been com- 
mitted and to request that body to is- 
sue subpoenas for such bank accounts 
as it might decide should be examined. 
The following paragraphs are from the 
court’s opinion: 

“The question then arises: Are there 
property rights involved in this ap- 
plication? Can the prosecutor inspect 
these bank accounts for purposes he 
declines to disclose? It may be that the 
relation of a bank to its depositors is 
that of debtor and creditor, but I think 
it is more than that. As far as the 
money actually deposited is concerned, 
that is true. But, as to the records of 
the accounts, the deposits and with- 
drawals, that is another matter. There 
is an implied obligation, as I see it, 
on the bank, to keep these from scru- 
tiny until compelled by a court of 
competent jurisdiction to do otherwise. 
The information contained in the 
records is certainly a property right. 

“Mr. Justice Field, afterwards Jus- 
tice of the United States Supreme 
Court, in the matter of the application 
of the Pacific Railway Commission 
(C. C.) 32 F. 241, at page 250, said: 

““Of all the rights of the citizen, 
few are of greater importance or more 
essential to his peace and happiness 
than the right of personal security, and 
that involves, not merely protection of 
his person from assault, but exemption 
of his private affairs, books, and papers 
from the inspection and scrutiny of 
others. Without the enjoyment of this 
right, all other rights would lose half 
their value.’ 

“And in Federal Trade Commission 
v. P. Lorillard Tobacco Co., 264 U. S. 
298, 44 S. Ct. 336, 68 L. Ed. 696, 32 
A. L. R. 786, Mr. Justice Holmes, 
speaking for a unanimous court, said: 

“*Any one who respects the spirit 
as well as the letter of the Fourth 
Amendment would be loath to believe 
that Congress intended to authorize 
one of its subordinate agencies to sweep 
all our traditions into the fire (Inter- 
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state Commerce Commission v. Brim- 
son, 154 U. S. 447, 479 [14 S. Ct. 
1125, 38 L. Ed. 1047}), and to direct 
fishing expeditions into private papers 
on the possibility that they may dis- 
close evidence of crime.’ 

“And, again, Mr. Justice Field, in 
the matter of the application of the 
Pacific Railway Commission (C. C.) 
32 F. 241, at page 253, after referring 
to Kilbourn v. Thompson, 103 U. S. 
168, 26 L. E. 377, said: 

“*This case will stand for all time as 
a bulwark against the invasion of the 
right of the citizen to protection in 
his private affairs against the unlimited 
scrutiny of investigation by a con’ 
gressional committee.’ 

“I therefore will advise a decree re- 
fusing to strike out the bill. If the 
prosecutor has before him any evi- 
dence that any man connected with 
the department has improperly col- 
lected money, his course should be to 
present the facts to the grand jury, 
and if, in its opinion, an investigation 


should be made, subpoenas can be is- 
sued in the regular way, calling for 
such accounts as the grand jury may 
think necessary to review in the privacy 


of its deliberations. Should the ac- 
counts prove correct, they can be re- 
turned to the banks without publicity. 
If wrongdoing be indicated, an indict- 
ment can be returned and the case can 
proceed in the usual manner, under 
the direction of the judge presiding at 
the trial. 

“It seems to me, however, a great 
mistake to make such a_ sweeping 
charge against an entire class of men 
because of a suspicion that a few of 
them may have done wrong. I have 
had personal experience with police 
officers. When I was secretary of the 
Essex County Park Commission, I had 
charge of its police department. The 
officers were, and still are, I am sure, 
fine men who faithfully perform their 
duty. I have knowledge also of the 
Newark police. The same comment 
applies to them. As a body they are 
honorable, straightforward, and their 
duty is well done. Among such a 
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large number, it may be that there are 
those who do not measure up to the 
required standard. This is true, alas, 
of any large body of men that may 
be mentioned—lawyers or doctors or 
any other class considered as a class, 
Does the prosecutor think because, as 
is well known, some members of both 
professions have been guilty of infrac- 
tions of law, that he has the right to 
investigate the private affairs of every 
doctor and lawyer? It is most unfair 
to condemn the whole on account of 
the alleged delinquencies of the few. 

“Moreover, when we consider the 
matter from the standpoint of the 
banks, we are confronted with this 
situation: If the prosecutor can inspect 
the accounts of all policemen and 
their wives, what is to prevent him 
from making any investigation into 
any account of other individuals or 
classes which it may ‘strike his fancy 
to delve into? The right of personal 
privacy would be gone, and the public 
would lose confidence in the institu- 
tions to which .they intrusted their 
assets. I cannot think that the prose- 
cutor has:any such power, except as 
I have said in a specific case where a 
grand jury itself ‘calls for such in 
formation.” 


BANK NOT ALLOWED TO APPLY 
DEPOSIT TO OVERDRAFT 


Gillen v. Wakefield State Bank, Su’ 
preme Court of Michigan, 224 
N. W. Rep. 761 


Ordinarily, where a depositor over: 
draws his account or is otherwise in 
debted to his bank, the bank may ap- 
ply any deposits made by the depositor 
to the satisfaction of the debt. 

There are circumstances, however, in 
which such an application cannot be 
made. In the present case the defen- 
dant bank extended credit to a de 
positor to enable him to purchase live 
stock and ship the same to market. 
The bank agreed to pay checks drawn 
by the depositor and delivered in pay’ 
ment for the live stock. Later the 
bank applied the proceeds of drafts 
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drawn by the depositor on the con- 
signees of the live stock to overdrafts 
previously made by the depositor. It 
was held that the bank could not apply 
the proceeds in this manner and that 
it was liable to the holders of the 
checks. The facts out of which this 
case arose are stated as follows by the 
court: 

“William R. Poucher, as receiver of 
Philip R. Colegrove, filed the bill of 
complaint herein for discovery, and to 
declare a fund, arising from the sale 
of live stock by Colegrove, deposited in 
the defendant bank and set off by the 
bank against Colegrove’s prior indebt- 
edness thereto, a trust fund for the 
benefit of Colegrove’s creditors, and 
for other relief. Colegrove was en- 
gaged in the business of live stock 
dealer ‘in Morenci and vicinity, ship- 
ping from various points. He did his 
banking business with defendant for 
several years. He was a farmer, ship- 
ping his own stock, the stock of other 
farmers co-operatively, and buying and 
selling live stock on his own credit. 
Generally he shipped weekly. January 
1, 1924, he owed the defendant bank 
notes, one for $1500, indorsed by his 
father, due in six months: another for 
$1000, not indorsed, due in six months; 
and a total of $1660 on notes given 
in December, 1923, payable in five 
days, to cover overdrafts for checks 
given by him to pay for stock shipped 
in December, 1923. The proceeds of 
the shipment were deposited January 
7, 1924, and credited to Colegrove’s 
account, and the $1660 in five-day 
notes were paid by charging them to 
his account. 

“Colegrove’s shipments ranged in 
volume from $10,000 to $32,000 a 
month. The bank gave him credit to 
pay for each of his shipments. He 
gave checks to the farmers in the vicin- 
ity in payment for stock, and gave the 
bank five-day notes to take care of the 
checks until the return of the proceeds 
of the shipments, which proceeds were 
deposited in the bank. The proceeds of 
each shipment were to be first applied 
in payment for the stock last shipped. 
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Shipments were sometimes larger than 
expected, and Colegrove’s checks would 
exceed the amount of his bank balance, 
including his notes to the bank. He, in 
such case, covered these overdrafts by 
new notes. 

“The state banking commissioner ob- 
jected to these overdrafts. It was ar- 
ranged between Colegrove and_ the 
bank that the bank should make out 
notes and sign Colegrove’s name to 
them to cover these overdrafts. The 
state commissioner of banking objected 
to these notes because they did not 
bear Colegrove’s genuine signature. It 
was then agreed between Colegrove 
and the bank that he was to sign 
packages of printed blank notes, and 
the bank could fill out the notes in the 
proper amount to cover his overdrafts 
to meet the payments of checks given 
by Colegrove for stock. In pursuance 
of this agreement Colegrove signed 


and delivered two pads or packages 
of such blank notes and gave the bank 
authority to fill in the blank spaces. 


Under this arrangement Colegrove 
bought stock, gave checks, shipped and 
sold the stock, collected the proceeds 
of sales and deposited proceeds in the 
defendant bank. The bank cashed his 
checks, and, in case he did not have 
sufficient money in the bank to cover 
his checks, filled out blank notes signed 
by Colegrove and advanced him the 
necessary credit to cover his checks. It 
furnished him a copy of its ledger 
sheets showing checks and notes paid 
by him. This ledger sheet did not list 
Colegrove’s unpaid notes. Colegrove 
paid little attention to these ledger 
sheets. Both he and the bank appar- 
ently were under the impression Cole- 
grove was making money. 

“In February, 1925, before Cole- 
grove made his last shipment of live 
stock and before he issued his checks 
therefor, the cashier of defendant bank 
told him the bank books showed he 
owed the bank approximately $8000. 
Both the cashier and Colegrove ap- 
parently thought there was a mistake 
somewhere. Colegrove said to the 
cashier of defendant bank if he owed 
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$8000 he would not ship the stock he 
had engaged for that week because he 
did not have any money to pay for it. 
The cashier of defendant bank told him 
to go ahead and make the shipment. 
It was agreed between the bank and 
Colegrove that this shipment should be 
made as all others had been made. 
Colegrove understood his checks there- 
fore would be paid by the defendant 
bank, using his five-day notes to meet 
the checks, and the bank would apply 
the proceeds of the shipment in pay- 
ment of the checks given in payment 
therefor. 

“In pursuance of this arrangement, 
Colegrove took in the stock of the 
drawees of the checks involved herein, 
for shipment, and issued and delivered 
his checks therefor. The stock was 
shipped and sold, the proceeds of the 
sale collected by Colegrove and de- 
posited in defendant bank. The bank 
set off the credit arising from the de- 
posit of the proceeds of this last ship- 
ment against Colegrove’s former in- 
debtedness to the bank and refused to 
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pay his checks given for the live stock 
in the last shipment. The checks were 
protested upon presentation. Not until 
after the proceeds of the sale of the 
last shipment of stock made by Cole- 
grove were deposited in the defendant 
bank did he ascertain his checks were 
being protested or his credit withdrawn 
by the bank. It was the custom and 
practice of the bank to. pay Cole 
grove’s checks issued in payment for 
each shipment, to fill out his notes 
executed in blank with the proper 
amounts, and to extend him credit to 
the amount of these notes. When re- 
mittance was made on the shipment, 
it was credited to Colegrove’s account, 
and by agreement between Colegrove 
and the bank it was authorized to ap 
ply the proceeds of each shipment in 
payment of the notes given by him for 
that amount. Before and at the time 
of the agreement between Colegrove 
and the bank relating to the last ship: 
ment, it was known to both Colegrove 
and the bank that Colegrove was in- 
solvent, unless there was a mistake in 
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the account between him and the bank. 
There was no mistake. When Cole- 
grove refused to make the last ship- 
ment unless it was to be paid for, the 
bank, through its cashier, did not with- 
draw Colegrove’s credit, but advised 
him to take in and ship the stock. It 
kept Colegrove’s signed notes and re- 
ceived the proceeds of this last ship- 
ment of stock made by Colegrove, and 
then set off the deposits against Cole- 
grove’s prior indebtedness to it. 
“Before this suit was started, several 
general creditors of Colegrove filed a 
bill in the circuit court for Lenawee 
County in chancery alleging they were 
creditors, representing themselves and 
other creditors; that Colegrove had 
been engaged in buying and selling 
stock and had issued a number of 
checks on the bank here made defen- 
dant, which checks had been refused 
payment and protested for want of 
funds; that Colegrove was insolvent 
and certain causes of action existed 
against certain parties, whereby assets 
of Colegrove might be recovered in 


proper proceedings by a receiver; that 
such receivership would save a mul- 
tiplicity of suits and large expense to 
the creditors of Colegrove, and be for 
the best interests of all concerned. 
Colegrove admitted the allegations con- 
tained in the bill, and thereupon Wil- 
liam R. Poucher was appointed re- 
ceiver and began this suit. He has 
since died, and the plaintiff, John 
Gillen, has been appointed receiver in 
his stead and the suit which abated 
revived in his name as such.” 

While the litigation was in progress 
the receiver was dropped as a party 
plaintiff and the case proceeded with 
the holders of the checks as plaintiffs. 
In holding that the bank could not 
apply the proceeds of the drafts to the 
overdrafts the court said: 

“The. defendant bank is liable for 
the proceeds of the sale of the last 
shipment of live stock purchased by 
Colegrove, because it promised to 
honor Colegrove’s checks issued in pay- 
ment therefor and thereby induced him 
to purchase the live stock and issue 
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the checks given by him, and by so 
doing, and then repudiating its promise 
to honor his checks, and setting off his 
deposit of the proceeds of the sale of 
such live stock against his indebtedness 
to the bank, it sought to acquire the 
proceeds of the two shipments of live 
stock in question and shift the loss 
resulting from Colegrove’s prior bad 
debts upon the drawees (payees) of 
such checks. This it cannot do. Not 
because of the. checks themselves, but 
because it would be unconscionable and 
a fraud upon the drawees (payees) of 
such checks. The rights of the drawees 
(payees) of Colegrove’s checks and the 
liability of the bank would not be dif- 
ferent if no checks had been actually 
given, if the bank had promised Cole- 
grove to pay the owners of the live 
stock purchased and shipped by him 
the purchase price thereof, if he had 
communicated the bank’s promise to the 
owners of such live stock and thus in- 


duced them to deliver it to him in re- 
liance upon receiving their pay from 
the bank when the live stock was 
shipped and sold and the proceeds of 
the sale remitted to the bank. 

“The liability of the bank does not 
depend upon the negotiable instru- 
ments issued, but upon the bank’s false 
and fraudulent promise and repudia- 
tion of its promise to Colegrove in- 
ducing him_to purchase the live stock 
from the drawees (payees) of such 
checks, to issue his checks and deliver 
the same in payment therefor, ship the 
live stock and sell the same, collect 
the proceeds of such sale, and deliver 
the proceeds of the sale of the stock 
to the bank and the confiscation of the 
proceeds of such shipments, and the 
set-off of the same by the bank to the 
payment of Colegrove’s prior indebted: 
ness and to the exclusion of the pay’ 
ment of his outstanding checks, the 
giving of which it has induced.” 
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Use of the Check in Argentina 


Why the Check Is Not in Wider Present Use and What the 
Prospects Are for the Future 


By C. J. SHEA 
Secretary Anglo-South American Bank Ltd., London 


progress has been made in many 
of the South American republics 
in the development of the national finan- 
cial machinery on modern lines, and, 
in this connection, valuable assistance 
has been rendered by commissions work- 
ing under the leadership of the financial 
expert, Professor E. W. Kemmerer of 
Princeton University. These commis- 
sions, in response to official invitations, 
visited in turn Colombia, Chile, Ecua- 
dor and Bolivia for the purpose of mak- 
ing a thorough investigation of the 
financial situation and institutions in 
each country. They made certain 
recommendations, including chiefly pro- 
posals for the formation of central banks, 
for the control of general banking 
operations, and for stabilization of the 
exchange value of the various currencies 
on a gold basis. In each of the three 
first-mentioned countries laws have 
been promulgated incorporating the 
recommendations, in Bolivia the reforms 
are in process of adoption, while else- 
where on the South American continent 
somewhat similar measures have been 
widely adopted. 
That progress on these lines will ulti- 
mately prove of the greatest possible 
benefit to the countries concerned there 
can be no question. There is, however, 
a further reform in the financial sphere 
which must become increasingly im- 
portant as time passes, namely, the 
education of the populace in the wide 
and confident use of the check as an 
Instrument of credit. In gauging the 
urgency of this matter, however, it must 
e borne in mind that economic con- 
ditions in the Latin-American countries 
are in many senses of a unique char- 
acter, so that comparisons are largely 
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vitiated. Almost alone among the 
South American nations, Chile has made 
comparatively wide use of the check 
for some years past. By reason of the 
economic and industrial development of 
Argentina, it might have been supposed 
that she also would use the check widely, 
but this is not the case, and in the 
present article it is proposed to examine 
the existing position and prospects in 
that republic so far as this instrument 
of payment is concerned. First of all, 
however, it would be useful to examine 
the growth of the use of the check in 
the economic life of the chief countries 
of Europe, as well as in the United 
States. 
ADAPTABILITY OF CHECK IN ENGLAND 
Conditions in every phase of English 
life are especially suited to the use of 
the check. The whole expanse of the 
British Isles is relatively small in com- 
parison with that of most other indus- 
trialized countries. Further, the means 
of communication are very complete, and 
the postal machinery is second to none 
in any country of the world. For the 
latter reasons also, vast expansion has 
taken place in the United States in the 
adoption of the check as an instrument 
of credit and payment, the great dis- 
tances separating the principal centers 
of commerce having been overcome by 
a very high standard of organization in 
the transport, telephone, mail and tele- 
graphic systems. In addition, there has, 
of course, always been pronounced 
readiness on the part of United States 
merchants, manufacturers, and financiers 
to adopt the most modern and efficient 
methods of conducting their business. 
The extent of the movement in Great 
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Britain and the United States is clearly 
indicated in the following comparison 
of the total check clearings in the two 


countries 1919 and 


1928: 


respectively in 


Great United 
Britain States 
(millions sterling) 
£28,415 £45,596 
£44,205 £76,255 


THE CHECK IN EUROPE 


In regard to the countries on the 
European continent proper, the use of 
the check has not as yet attained the 
same dimensions as in England or the 
United States, but, in the case of Spain, 
for example, substantial growth has 
occurred, the total clearances at Madrid 
having increased from 12,779,000,000 
pesetas in 1924 to 48,702,500,000 pese- 
tas in 1928, and in Bilbao from 1,484,- 
176,000 to 2,415,100,000 pesetas. The 
Bankers’ Clearing House in Paris, con- 


sisting of some forty-eight members, 
among which are to be found the prin- 
cipatl foreign banks established in 
France, does not correspond precisely to 
the Bankers’ Clearing House in En- 
gland, as the bulk of the transfers are 
still effected through the Bank of 
France. The total business offered to 
the House in 1927 amounted to 307.7 
milliards, as against 547.85 milliards in 
1926 and 371.7 milliards in 1925. The 
table on the opposite page shows the 
figures of the actual transactions of the 
Clearing House and those of the Bank 
of France for the year 1913 and the 
years 1922 to 1928. 

From those figures, it will be seen 
that there has been an almost con- 
sistent increase in the amount of French 
clearing transactions, for it must be 
pointed out that the decline shown in 
1927 was more apparent than real, as in 
1926 the total was inflated by an ab 
normal expansion in speculative opera: 
tions during a critical period in the 
economic life of the country, a return 
to normal conditions ensuing in 1927. 
In the highly industrialized ‘state of 
Belgium, the check is naturally in con- 
siderable commercial usage, and in this 
connection it is interesting to note that 
as recently as March 25, 1929, a Bel- 
gian law was issued making it a penal 
offense to issue checks without sufhcient 
cover, while bankers are required to re 
produce on the cover of each check book 
issued the full text of the relative article 
of the Penal Code. 


REASONS FOR SUCCESS OF CHECKS 
IN ENGLAND 


It must be emphasized that in Great 
Britain and the United States the suc’ 
cess of the check system has been due 
largely to propaganda by the banks, 
apart from a ready appreciation by the 
public of the convenience of this form 
of payment. Even the largest banking 
institutions in England now undertake 
to accept deposits from very small sums 
upward, on which checks may 
drawn, and only the current stamp 
duty, which is as much as 2d. on each 
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check, prevents the still more extensive 
use of the instrument in making pay- 
ments for retail purchases. 

Returning now to Argentina, the 
strength of the economic position of 
that republic at the present time and 
the rapid growth of its prosperity in 
the last few years have enabled the re- 
public to return in 1927—without re- 
course to foreign credits or other ex- 
ternal financial assistance—to her pre- 
war full gold standard of currency. In 
this respect Argentina occupies a unique 
position among the leading South 
American countries, and the re-adoption 
of the gold standard gives the republic 
a deservedly high prestige in interna- 
tional markets. The maintenance of the 
dual basis of gold and paper currency 
in Argentina, however, undoubtedly 
hampers the rapid flow of commercial 
payments. The advisability of abolish- 
ing the system has long been recognized 
in official and other quarters, and al- 
though, prior to the war, many of the 
Principal clients of the banks kept their 
accounts in gold currency, it is interest- 


Paris Bankers’ 


Year Clearing House 


ing to note as an indication of the 
altered commercial conditions, that, 
with the Conversion Office operating 
without any restriction whatsoever as to 
the exchange of gold for notes or vice 
versa, the signs of a return to the pre- 
war keeping of accounts in gold cur- 
rency are negligible. It is therefore 
reasonable to infer that the Argentine 
people prefer to have the convenience 
of one unit of currency, a fact which in 
itself lends support to the arguments in 
favor of the abolition of a dual unit. 


DIFFERENCES IN BANKING SYSTEMS 


Apart from the question of the 
actual use of the check in commerce 
and finance, there are certain funda- 
mental differences between the banking 
systems of Argentina and Great Britain. 
The power possessed by the Bank of 
England as the pivot of the British 
financial system lies in its autonomous 
character, which, legally, is absolute. 
Its control of the credit situation by a 
change in bank rate or otherwise is 


Bank of 

France Total 

(millions of francs) 
165,239 
625,292 
740,014 
935,120 
986,453 
1,331,663 
1,129,827 


179,722 
760,035 
952,109 
1,265,377 
1,321,833 
1,828,479 
1,395,179 
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certainly influenced, when advisable, by 
considerations of national importance 
and government financial policy, but 
the institution remains a private com- 
pany, with corresponding obligations to 
its shareholders. The amount of legal 
tender in circulation at any time is con- 
trolled in the first place by the extent 
of imports and exports of gold, but, in 
practice, the Bank of England is also 
able to regulate the credit situation by 
the purchase and sale of securities, 
while, under the new Currency and 
Bank Notes Act of 1928, whereby the 
treasury note and the Bank of England 
note issues were amalgamated, the bank 
may, with the authority of the treasury, 
and under certain specific regulations, 
increase the fiduciary circulation to meet 
the circumstances of any abnormal situa- 
tion. The system has been criticized as 
somewhat rigid, and such criticism might 
be justified but for the fact that the 
commercial transactions of the country, 
including to some extent even retail 
purchases, are for the most part carried 
out by means of checks drawn by cus- 
tomers of the banks. In fact, it may be 
said that the working currency of the 
United Kingdom is the check. Checks 
may be drawn and credits granted by 
the banks without any legal restrictions 
as to amounts. 


PRESENT ARGENTINE MONETARY 
SYSTEM 


Unlike the Bank of England, 
Banco de la 
legally identified with the republic’s 
executive power, has a very large num- 
ber of branches, and operates extensively 
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with the public, while it has no power 
of control over the money market by the 
establishment of a recognized official 
minimum rate of discount, neither has 
it any means of regulating the volume 
of currency in circulation from time to 
time, which is under the control of the 
Caja de Conversion. Under the 
present Argentine monetary system, the 
expansion or contraction of the internal 
currency of the republic is strictly de- 
pendent upon the inflow and outflow 
of gold to and from the Caja. Thus the 
present currency arrangements are of 
a definitely rigid character, and it is a 
matter of debate whether, in the ad- 
mittedly very improbable event of ab- 
normal circumstances bringing about 
any considerable depreciation in the ex’ 
ternal value of the peso, or the inability 
to secure gold to meet an expansion of 
trade, the restrictive effect of the re- 
duced note circulation would not again 
lead to internal currency difficulties 
such as have been experienced in the 
past. 

In these circumstances, it is not with- 
out interest to note that the opinion has 
been expressed frcm time to time in 
the past by eminent Argentine econ: 
omists that benefits might accrue by the 
establishment of a central banking sys’ 
tem to regulate the monetary fabric, 
and particularly the movement of gold. 
On the other hand, the whole Argentine 
monetary situation would undoubtedly 
become more manageable if the check 
were more widely used, and develop- 
ments in this direction might well pre- 
cede any attempt at the formation of a 
central bank of issue or direct superin’ 
tendence of the banking industry. Ad 
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mittedly, the vast territory of the Ar- 
gentine Republic and the great dis- 
tances separating the comparatively few 
thickly populated districts naturally 
militate against the rapid growth of the 
use of the check in every-day business, 
but there can be little doubt that the 
spread of this modern commercial usage 
will coincide with increases in popula- 
tion and the development of means of 
communication. 


CHECK CLEARINGS IN ARGENTINA 


In view of all the foregoing consid- 
erations, particular interest attaches to 
the report recently issued by the Banco 
de la Nacion relating to the activities 
of the clearing houses in Argentina dur- 
ing the year 1928. The report shows 
that, taking into consideration the ex: 
pansion in the trade of the republic and 
the rise in the cost of living, the exten- 
sion in the use of the check since 1913 
has been comparatively small. In fact, 
the total check clearings in 1928 were 
40,528,460,000 paper pesos, against 
17,652,874,000 paper pesos in 1913. 
Clearances last year were greater than 
in 1927, but the report mentions that 
it is not possible to state accurately to 
what extent the increase is indicative 
of the expansion of trade in Buenos 
Aires, as the use of the check is not 
as yet sufficiently popular, a large volume 
of payments being still made by means 
of paper currency. This is the case 


despite sedulous propaganda to en- 
courage the use of the check, the estab- 
lishment of clearing houses in the more 
important provincial centers, and an in- 
crease in the total of bank deposits. The 
Banco de la Nacion recommends the con- 
tinuance of propaganda by the banks 
to induce the public to make use of the 
check more extensively in connection 
with both commercial and private trans- 
actions; also that the government should 
accept checks in payment of dues and 
taxes. The most important aspect, how- 
ever, is dealt with in the final sentences 
of the report, in which stringent legis- 
lation is advocated. This point can 
hardly be given undue emphasis, for 
nearly every utility attaching to the 
check lies in the honesty and integrity 
of the drawer, and an essential prelim- 
inary to a popular and customary use 
of this means of payment is that the de- 
linquent drawer should be subject to 
summary penalties. Coupled with this 
requirement is the need for reform of 
the Argentine Bankruptcy Law, which 
has been shown by past experience to 
be inadequate and subject to abuse. Con- 
fidence in the check from every stand- 
point, legal, commercial, and individual, 
is vital to its free and unrestricted use, 
and undoubtedly, in the course of time, 
this confidence will be encouraged by 
suitable reforms in Argentina, as the 
needs of her modern and expanding com- 
merce may demand. 
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Significance of the Reparations 
Settlement 


From Current Economic Briefs, published by Ames, Emerich & Co., Inc. 


Reparations Conference in Paris 

was a milestone of utmost im- 
portance in the economic progress of 
the world. Although it was discussed 
currently in the American press, its 
real significance seems to have escaped 
the attention of many people. 

The major decisions reached by this 
conference are two in number: (1) the 
total amount to be paid by Germany as 
reparations and its distribution over a 
period of years, and (2) the means and 
methods to be employed for the transfer 
of these sums from Germany to the 
creditor nations. The most significant 
result of these months of labor on the 
part of experts, is the fact that a definite 
plan, acceptable to all concerned, was 
finally adopted; that the total amount 
of the reparations payments was de- 
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"Ts completion of the work of the 


termined and that all the nations can 
now make plans for the future with 
exact knowledge of the status of the 
reparations question. 

The payments to be made by Ger 
many are shown in graphic form in 
this article. Omitting the first year, 
which includes but seven months, the 
annual payments rise from $406,410,200 
in 1930-31 to $578,054,400 in 1965-66, 
decrease to $190,373,800 in 1985-86 and 
rise to $213,876,400 in 1987-88, the 
final year. The maximum annuity is 
slightly under the standard Dawes Plan 
payment, while the other annuities are 
distinctly less. The new plan, therefore, 
is distinctly more favorable to Germany 
from the standpoint of the annual pay 
ments to be made than was the Dawes 
Plan, and to this extent the new plan 
relieves Germany of a portion of her 
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burden. The outstanding feature of the 
means provided for the transfer of the 
annuities from Germany to the creditor 
countries is the establishment of an in- 
ternational bank. There are several 
advantages to be gained by the use of 
such a bank, which will at once have 
the most intimate relations with the cen- 
tral banks of creditor nations and ulti- 
mately with those of practically all the 
principal countries in the world, in all 
probability. In the first place, it will 
provide a financial mechanism, working 
on the same general principles as any 
bank, whose prime function will be to 
make the transfers of funds specified in 
this agreement. In the second place, it 
will facilitate the control of payments 
in the event that the annuity for any 
year proves to be too heavy for the Ger- 
Man economic structure. 

_ It is highly significant, therefore, that 
full consideration has been given to 
Germany's capacity to pay and to prac- 
tical methods for effecting these pay- 
ments. It indicates a growing conscious- 
ness on the part of the governments 
concerned of the essentially economic 
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character of the problem. It reveals an 
increasing capacity to deal with realities 
instead of philosophizing in regard to 
theories. 


SIGNIFICANCE TO GERMANY 


The practical effect of this agreement 
upon Germany first demands considera- 
tion. It permits this country definitely 
to evaluate her liabilities and to make 
provision for meeting them on the basis 
of full instead of partial knowledge of 
them. Under the Dawes Plan, not only 
was no limit set to the number of pay- 
ments to be made, but each annuity was 
susceptible to an increase, based on the 
“index of prosperity” of the country. 
The incentive to maximum effective pro- 
duction was largely removed because of 
this situation. Now, however, there is 
no impediment of this.kind to German 
economic activity, and it seems highly 
probable that the settlement of the 
reparations question will serve as a 
marked stimulus to German produc’ 
tivity. 

There is another way in which the 
present settlement will aid German ‘in- 
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dustry, and hence all Germany. Under 
the Dawes Plan a very substantial 
amount of each annuity was paid in 
kind. In one way this arrangement has 
helped Germany, for it has aided the 
transfer of the reparation payments. 
On the other hand, the payments in kind 
have served to restrict the freedom of 
markets for German products. Under 


the new plan, payments in kind will be 


gradually reduced, and in the course 
of a few years they will be abolished 
altogether. 

One of the major needs which Ger- 
many still has, is for additional capital. 
An evidence of this situation is seen in 
the rediscount rate, which is now 7/4 
per cent. The fact that a definite set- 
tlement has been reached and the knowl- 
edge that unknown and unascertainable 


Annual German reparation payments under the Young plan. (In millions of dollars.) 
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changes will not be added either to the 
governmental budgets or to industry, 
will facilitate the acquisition of new 
capital by removing uncertainties which 
have existed down to the present. New 
capital, obtained on favorable terms, 
will be an important contributing factor 
to the growth in German prosperity. 

By the terms of the new plan, Ger- 
many will attain financial autonomy. 
Under the Dawes Plan, the finances of 
the Reich and the operation of the rail- 
roads and Reichsbank were under for- 
eign supervision, and to a certain ex: 
tent under foreign control. Under the 
new plan Germany is to regain auton- 
omy in these matters, for it is expected 
that she will honorably live up to the 
obligations which she has accepted. 
This change will give Germany certain 
additional freedom of action. More im- 
portant, however, is the psychological 
effect which it will have on the German 
people, who have deeply resented this 
intimate foreign contact with their af- 
fairs. 

The Dawes Plan provided a safe- 
guard clause to protect German ex- 
change and hence the German economic 
structure, in case the transfers to be 
made were greater than could be effected 
without dangerously depressing German 
foreign exchange. This plan has been 
modified, but it still provides for what 
appears to be fully adequate flexibility 
in this matter. In any event, Germany 
must provide for the transfer each year 
of an amount substantially in excess 
of that required for the interest and 
sinking fund charges on the German 
external loan of 1924. The holders of 
these bonds, therefore, can feel that 
their interests have been fully protected 
in this matter. 

In brief, the significance of this new 
definite reparations settlement in so far 
as Germany is concerned is that it 
strengthens Germany both materially 
and morally. It improves the economic 
Position of the Reich and removes many, 
if not all, of those psychological handi- 
caps under which the Germany people 
have been laboring. 
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SIGNIFICANCE TO ALLIES 


The reparations settlement has marked 
significance for the allied nations scarcely 
less than. it has for Germany. Most im- 
portant of all of these countries from 
this standpoint is France, for she is to 
receive slightly more than 50 per cent. 
of the reparations, whereas Great Bri- 
tain is to obtain but little more than 
20 per cent. of the reparations. For 
this reason the treatment of this matter 
from the viewpoint of the allies is 
limited to a discussion in respect to 
France. 

If it is an advantage to Germany to 
know how much it must pay each year, 
it is equally to the advantage of France 
to know how much she is to receive 
each year. France suffered heavy ma- 
terial damage during the World War— 
heavier than Americans realize unless 
they have visited the combat area with- 
in a few months after the armistice. 
In addition, France was left with a heavy 
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war debt. While the weight of the in- 
ternal debt was lessened through the de- 
preciation of the franc, the external 
debt—owed largely, of course, to Great 
Britain and the United States—was not 
reduced in any such fashion. The debt 
funding agreements with these two 
countries (which have not yet been rati- 
fied) relieved France of a considerable 
portion of this burden, although» what 
remains is heavy enough. When put 
into effect ,the new reparations plan will 
provide France with means to meet the 
payments under these debt funding 
agreements, with something in addition 
which may be employed to cover the 
actual reparation costs. The close con- 
nection between the reparations pay- 
ments and the allied debts to the United 
States is recognized in that two-thirds 
of any further reductions in debts to a 
creditor country (the United States) 
will be remitted to Germany, in the case 
of the first thirty-seven payments. In 
the case of the last thirty-two payments, 
the total amount remitted to any credi- 
tor country shall be passed on to Ger: 
many. 
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The significance to France of the 
reparation settlement lies in the fact 
that she can now proceed to definite 
budget plans, reasonably well assured 
that she can count on regular payments 
from Germany. The significance of the 
settlement does not stop here, however. 
Although the Dawes Plan provided for 
sums in excess of the amounts specified 
according to this new plan, the indef- 
niteness of the situation reacted unfavor- 
ably on the business acitvity of the coun- 
try. Other factors, of course, have 
counteracted this tendency with the re- 
sult that France has been on the whole 
quite fairly prosperous during the last 
year or so. This definite settlement, 
however, should still further promote 
French prosperity. 

What has been said about the signi 
ficance of this settlement to France might 
be said in substantially the same way in 
regard to the other interested European 
countries, notably Great Britain, Italy 
and Belgium. 

It must not be forgotten, however, that 
the effects of this settlement are far 
reaching. If the prosperity of France, 
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Great Britain, Italy, etc., is promoted 
by this settlement, then the prosperity 
of the neutral countries in Europe and 
thoughout the world is aided thereby, 
for the countries directly benefited be- 
come better markets for the goods of 
other countries, and they frequently are 
able to release funds for long term in- 
vestment, both at home and abroad, and 
so stimulate economic activity. This new 
reparations settlement, therefore, has 
marked significance, not only for the 
allied countries which benefit directly 


from it, but for neutral countries as 
well. 


SIGNIFICANCE TO UNITED STATES 


In speaking of the significance of this 
settlement to Germany, the allied nations 
and neutral countries, it must not be 
overlooked that it also has marked signi- 
ficance for the United States. Europe is 
the greatest customer of the United 
States, taking more of our products than 
any other part of the world. Develop- 
ments which increase the buying power 
of our principal customer cannot help 


but have a decidedly beneficial influence 
over Our own prosperity. 

Directly, of course, we obtain a por’ 
tion, albeit a small portion, of the pro 
ceeds of the settlement. Indirectly, 
through the payments on the inter-allied 
debt, we shall receive a very much 
larger proportion of this settlement. In 
this way also, the United States will 
benefit. 

It must be remembered also that the 
largest part of the long term foreign 
financing on the part of Germany has 
been placed in the United States, and 
that there are many reasons to antici- 
pate that further loans will be sought 
by Germany in this country. A strong 
and stable economic condition is essen- 
tial to security of existing and future 
loans. Hence the reparation settlement 
which has just been completed is of 
marked significance to American financ- 
ing in Germany. 


SIGNIFICANCE TO MAN-IN-THE-STREET 


So far the significance of the settle- 
ment has been treated from the stand- 
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point of the nations most concerned. 
Nations, however, from some points of 
view, are but collections of individuals. 
The reparations settlement, therefore, is 
of significance to every individual and 


company in the United States. It is 
of direct importance to exporters of 
goods, for they will feel the effects of 
improved economic conditions in Europe 
and throughout the world. Increased 
prosperity there means greater purchas- 
ing power; this, in turn, will tend to 
increase purchase of American goods. 
As these concerns prosper, their pros- 
perity will affect that of the rest of the 
the country. They will employ more 
people, distribute a growing amount of 
profits, and in other ways utilize their 
increasing purchasing power to buy 
more goods. Indirectly, therefore, their 
prosperity will have its effect through- 
out the country, and so tend to increase 
that of every other concern and of in- 
dividuals. 

The position of the holders of Ger- 
man securities, especially of German 


dollar bonds, will be favorably affected, 
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because the security underlying them 
will be increased. The same thing can 
also be said in regard to the holders 
of other foreign securities. The inves 
tor in such bonds and stocks, therefore, 
will benefit by this change which has 
just taken place, and their gain will in- 
directly be passed on to others. 

In the light of what has been said, it 
is evident that the reparations settlement 
which has just been effected is of great 
significance to the American public. 
The most obvious way for the individ- 
ual or company to profit by this de- 
velopment is to add foreign securities 
to his investment account, for due to 
the unsettled conditions which have ex- 
isted in this regard, as well as to the 
position of the American money market, 
German and other foreign securities 
can now be purchased at prices which 
are very low in view of the security— 
now increased by this settlement—and 
the yield which they give. The repara- 
tions settlement has a world-wide sig’ 
nificance, but it also has a meaning for 
every investor in the United States. 
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Rationalization in Great Britain 


From the Westminster Bank Review of the Westminster Bank Limited, London 


F all contemporary cliches, none 

is more frequently used in dis- 
cussing trade problems and pros- 

pects, in Parliament and in the press, 
than the term “rationalization.” Its 
context is, unfortunately, only too 
familiar at the present time. There is 
general agreement that while progressive 
features are by no means absent from 
the industrial situation, the growth of 
British national income in the last ten 
years has been slower, and less equally 
distributed among the various trades of 
the country, than during any other dec- 
ade for a long time. There is, further, 
a widespread conviction that this rel- 
atively unfavorable experience has not 
been shared by every other industrial 
hation during the period; that, on the 
contrary, certain of Great Britain’s 
competitors overseas, notably the United 
tes of America, have advanced more 


rapidly in the last ten years than in any 
other like period in modern history. 
Those who have been most perturbed 
by this state of affairs, and have been 
most willing to view the problem it 
presents with unbiased minds, have been 
constrained to admit that, like most 
other economic phenomena, it must be 
explained by reference not to one but 
to many causes. Some of these, such 
as the rise in foreign countries of new 
native industries behind high tariff bar- 
riers, are admittedly external to British 
national economy. The conviction has 
been steadily growing, however, that 
Great Britain’s present difficulties can- 
not be resolved without a general over- 
haul of the whole structure of industry 
and a deliberate effort to bring the latter 
into line with present-day ideas of 
administrative organization. Such is 
the conception to which, for con- 
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venience, the word “rationalization” 
(borrowed, in the first place, from the 
Continent) has come to be applied in 
this country. 


AN INFORMATIVE DEFINITION 


Perhaps the most informative, and at 
the same time the most widely-drawn, 
definition of rationalization which has 
yet been formulated is that of Sir Mark 
Webster Jenkinson, who has been in’ 
timately associated with the recent 
working-out of the process in the 
British heavy steel trades. In a paper 
read at Leeds on March 7 last, Sir Mark 
declared that “rationalization is the 
mobilization of the fighting forces of an 
industry. . . . It is accomplished by the 
fusion of manufacturing capacity and 
the closing down of redundant units to 
eliminate waste and loss, production be- 
ing concentrated in the best-equipped 
shops, under the most favorable output 
conditions. It implies not merely a re 
construction of capital, a reorganization 
of management, a re-shuffling of plant, 
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but a revolution in our ideas, in our 
mentality, in our outlook on the indus 
trial situation.” 

This statement deserves close ex- 
amination by all who are interested in 
one of the most crucial of present-day 
problems. Its author describes at one 
and the same time the nature of ration 
alization, and the means by which it is 
to be brought about. He insists that its 
ultimate basis is not technical but psy- 
chological; in other words, that its suc’ 
cess cannot be assured by the taking of 
formal steps to reorganize an industry, 
but demands a peculiar attitude of mind 
on the part of all those approaching the 
question. These lines or thought, in- 
deed, are all-important if a true under- 
standing of the problem is to precede 
action on the part of the individuals 
and interests chiefly concerned. It may 
be well, therefore, to discuss their im- 
plications more fully before describing 
what has been accomplished in the 
United States and certain countries of 
Continental Europe, and tracing recent 
developments in Great Britain itself. 
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NOT SYNONYMOUS WITH 
AMALGAMATION 


In more than one recent public state- 
ment, rationalization has been spoken 
of as if it were synonymous with 
amalgamation under a single control of 
a number of separate industrial con- 
cerns. Even a cursory survey of the 
available evidence will show that this is 
not merely a misleading but a dangerous 
conception. One has only to go back 
to the disastrous annals of the company 
boom of 1919 and 1920 to realize that 
the indiscriminate fusion of producing 
units may do far more harm than good. 
Many classic business failures, such as 
those of the House of Stinnes in Ger- 
many, or of certain large “vertical” com- 
bines in the iron and steel and engineer- 
ing trades of Great Britain, have been 
attributable, in the main, precisely to 
this desire to bring under a single 
ownership a long list of businesses hav- 
ing little in common. Amalgamation, 
again, is the characteristic weapon of 
the speculative company promoter, and 
it would be in the highest degree un- 
desirable were the latter to be allowed 
to trade his wares under the popular 
label of the day, and to bring into dis- 
credit a movement which, legitimately 
pursued, has an invaluable contribution 
to make to the future economic welfare 
of the nation. The greatest danger 
arising out of the confusion of amal- 
gamation with rationalization, however, 
is the prejudice which may be created 
against the latter process, in the minds 
of many conscientious observers, on the 


ground that combinations in the past 
have sometimes relied for their profits 
(to use the words of the Balfour Com- 
mittee in its Final Report on Industry 
and Trade) “not on greater efficiency 
and lower costs, but on the exaction of 
higher prices from the consumer by the 
exercise of monopoly power.” 


CONFUSION OF PART WITH WHOLE 


This aspect of the matter is obviously 
of high importance, since the belief 
alluded to has been, on occasion, wide- 
spread and wellfounded. Dislike of all 
measures in restraint of trade underlies 
the commercial law of the Anglo-Saxon 
peoples on both sides of the Atlantic. 
The violent. opposition provoked in 
America, for instance, by the creation 
of the great industrial trusts has been 
by no means completely allayed by the 
success which those bodies have sub- 
sequently achieved. The confusion of 
two distinct ideas—or, more correctly, 
of the part with the whole—may prove 
a formidable handicap in more than one 
respect to those whom a soundly-con- 
structed policy of rationalization is 
calculated to benefit. On the one hand, 
it may induce Parliament and public 
opinion to place obstacles in the way of 
necessary schemes, in a praiseworthy 
desire to safeguard the community 
against their possible abuse. On the 
other, it may lead those most imme- 
diately concerned to put their trust in 
the results produced by the mere phy- 
sical fact of amalgamation, and to 
neglect the far-reaching measures of in- 
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ternal reorganization which alone are 
capable of securing the full benefits of 
such amalgamation. 

When this much has been said, it 
may be conceded that amalgamation, 
though not an end in itself, is usually 
an indispensable first step toward the 
reorganization of any industry. It is 
desirable to describe the position reached 


by modern economic thought on this 
question in terms as clear and unam- 


biguous as possible. Those who desire 
to rationalize competing producing units 
in an industry endeavor, in the first 
place, to bring about their fusion, not 
because any element of monopoly is a 
necessary factor in their profitable 
operation, but because present-day con- 
ditions are such that the lowest costs— 
and, other things being equal, the high- 
est profits—are secured by the largest 
producers. One single example will 
suffice to illustrate the working of this 
economic law under concrete conditions. 
The Samuel Commission on the Coal 
Industry found that earnings in that 
trade in Great Britain varied in direct 
proportion to the size of the output 
of the individual colliery undertaking. 
Working results for the six months 
from January to June, 1925, were 
found to present the following sig- 
nificant picture. Collieries produc- 
ing less than 5000 tons of coal per 
annum lost on the average of 8.50d. on 
every ton of coal raised; collieries in the 
next group (5000 tons to 200,000 tons) 
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lost 1.21d.; collieries producing 200,000 
tons to 400,000 tons, 0.78d.; and so on 
until at the other end of the scale 
collieries producing 1,000,000 tons or 
over were found to be making a profit 
of 0.28d. per ton. 


FACILITATING CONCENTRATION 


The state has itself recognized the 
validity of this “law” by taking legis- 
lative action, since the war, to facilitate 
the process of concentration in various 
industries. The Electricity Supply Act 
of 1919 was intended to promote com- 
bination in the electrical industry, and 
when progress proved slow, the Act 
of 1926 was passed, making national 
co-ordination schemes compulsory. The 
Gas Regulation Act of 1920 empowered 
the Board of Trade to make orders for 
amalgamating gas undertakings. The 
Railways Act of 1921 consolidated the 
trunk lines of the country into four 
great groups, though an endeavor was 
made to safeguard the public interest, 
first by prohibiting further combination 
without official sanction, and second by 
placing the control of maximum rail- 
way charges in the hands of a tribunal 
representing the railways, the railway’ 
using public, and the state. The Min 
ing Industry Act of 1926 included pro 
visions designed to smooth the way for 
amalgamations in the coal industry. 
Various clauses in the Finance Acts of 
1927 and 1929 and in the Companies 
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Act of 1928 were designed to remit part 
of the financial burden arising from the 
fusion of various concerns into new 
unitary companies. 


LARGE SCALE VS. SMALL SCALE 


This imposing array of instances in 
which the government has intervened to 
assist, or to insist upon, industrial com- 
bination, brings us to the second of the 
points in the definition of rationalization 
to which reference was made earlier. 
What are the advantages enjoyed by the 
large-scale, as distinct from the small- 
scale, producer? Briefly, a large con- 
cern can concentrate its production at 
those points where manufacturing costs 
are lowest, and can obtain full-time 
working at a few, rather than part-time 
working at many, factories. It can pro- 
ceed to install new labor-saving plants, 
to standardize its production, and to 
allocate special products to particular 
factories, thus obtaining the benefits of 
division of labor on the grand scale. It 
18 In a position to obtain concessions in 


charges from the railways and other 
transport agencies, since, generally 
speaking, the larger the consignments 
carried by these agencies the lower the 
working costs of transporting them. 
Electrical or other motive power can be 
used more economically, overhead 
charges reduced by the centralization of 
administrative and financial policy, or- 
ganization on the sales side rendered 
cheaper and more effective, and, most 
important of all in a progressive indus- 
try, a liberal allocation of resources can 
be made for research. These results do 
not come about automatically as a re- 
sult of combination. So long as those 
concerned are content merely to allow 
the amalgamated units to continue in 
being as before, enjoying only a com- 
mon name, the practical effects of fusion 
may be largely nugatory, while if the 
organization of a combine is allowed to 
become unwieldy, or a deliberate effort 
is made to retain for each concern the 
share of the market which it previously 
enjoyed, they may be positively harm- 
ful. Amalgamation, in short, must be 
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consummated, and to insure this result 
a determination must be forthcoming on 
the part of those concerned to take all 
the necessary steps, together with a 
breadth of imagination and foresight 
sufficient to grasp all the manifold possi- 
bilities which combination offers, and, in 
many cases, a willingness to make a con- 
siderable immediate sacrifice of capital 
or prestige in the interests of the new 
company. 


PSYCHOLOGICAL FACTORS 


The foregoing recital of desiderata 
illustrates the supreme importance of 
psychological factors in all schemes of 
rationalization. One result of the long- 
drawn-out depression of many major in- 
dustries has been a sensible modification 
of public opinion, which is now much 
less hostile to the idea of combination 
as a prelude to effective reorganization 
than at any earlier period of industrial 
development. Opposition from within, 
however, rather than opposition from 
without, is the most formidable difficulty 
with which the apostles of the new faith 
are called upon to contend. Many 
British industries, of which the coal- 
mining and cotton and woollen textiles 
are outstanding examples, were pioneers 
in their respective spheres, a century or 
more ago, and have grown up under in- 
dividualist traditions congenial to the 
national temperament, and, in the past, 
not imcompatible with a large measure 
of financial success. The trend of 
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modern invention, however, and the rise 
to power of overseas rivals who started 
later in the race, have played havoc with 
many of these traditions. But the old 


organization remains, and the present- 
day industrialist has inherited a system 
in which industry is carried on, in many 
cases, by small units; a system in which 
“small” production has a vested interest. 
It may well be that last year’s appre- 


ciable setback to trade recovery has done 
more than any single event in the last 
few years to induce a greater willingness 
within the ranks of certain of the more 
depressed trades to consider the prac: 
ticability of new methods and a new 
viewpoint. 


FINDINGS OF BALFOUR COMMITTEE 


The Balfour Committee on Industry 
and Trade issued, a few weeks ago, a 
lengthy report, summing up the results 
of nearly five years’ intensive examina’ 
tion of the problems of British industry. 
The committee was by no means dis- 
posed to underrate the difficulties in- 
volved in the process of rationalization, 
but its findings undoubtedly conveyed 
the impression that the movement had 
made much less progress in Great 
Britain than in certain other countries. 
It was shown, for instance, that in the 
United States of America the advance 
of rationalization had been extremely 
rapid, largely, the committee found, as 
a result of the national readiness “to 
scrap old plant and replace it with new, 
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whenever the exchange seemed likely to 
be advantageous.” This feature was 
shown, however, to be ultimately con- 
nected with the national ability to 
finance frequent renewals of machinery, 
as a result of the extracrdinary growth 
of the national income during recent 
years. In Germany. a different but 
equally abnormal condition of affairs— 
the product of inflation—greatly ac- 
celerated the tendency toward “mech- 
anizing, renovating and re-equipping.” 
The termination of the inflation period, 
five years ago, left the process only half 
complete, so that the task of bringing 
Germany’s major industries under the 
control of powerful organized groups 
has subsequently called for the importa- 
tion of large amounts of capital from 
abroad, particularly from the United 
States. The same element of abnor- 
mality has been present in the case of 
France, where the reconstruction of the 
devastated Northern areas, on the one 
hand, and the re-acquisition of Alsace- 
Lorraine, on the other, have called for 
a renewal of industrial equipment and a 
change in organization, on a_ large 
scale. In both connections, the deprecia- 
tion of the national currency has played 
a significant part. The story of Belgium, 
in its essentials, is similar to that of 
France. In every case, it will be ob- 
served, one of the indispensable instru- 
ments of rationalization—an abundant 
supply of capital—has been available in 
unusually large measure, as a result 
either of genuine expansion in national 
prosperity or of a forced loan from the 
nation at large through the medium of 
currency inflation. A contrary state of 
affairs has prevailed in Great Britain, 
due to the circumstances too well known 
to call for recapitulation here. To the 
psychological factor, which has already 
been described as retarding progress to- 
ward rationalization, must, therefore, 
be added the material handicap of a 
volume of liquid capita! much less con- 
siderable, during the critical post-war 
years, than that available in many 
countries—so far at least as the more 
depressed industries were concerned. 
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LACK OF LIQUID CAPITAL 


The part played by this factor has 
received much less than its due share 
of attention in current discussion. The 
outstanding examples of successful pre- 
war rationalization—the tobacco, soap, 
cotton-thread, and textile-finishing in- 
dustries, for instance—were carried 
through for the most part at a time 
when the constituent companies, being 
prosperous and in the enjoyment of 
favorable credit rating, were able to 
raise considerable amounts of new capi- 
tal without undue difficulty. The same 
may be said of the concerns brought to- 
gether in that most striking of post-war 
operations—the rationalization of the 
British chemical trades under the leader- 
ship of Imperial Chemical Industries. 

Where a new organization has been 
hampered at the outset as regards its 
supply of available capital, experience 
has shown that its progress has been 
seriously retarded. The pre-war difh- 
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culties of the cement combine, which 
failed to obtain the whole of its initial 
issue of capital from the public, afford 
an apt illustration of the working of this 
tendency. Some idea of the extent to 
which a similar, but much more acute, 
shortage of capital has impeded con- 
temporary efforts to reorganize the 
largest British trades may be obtained 
by examining the reorganization 
schemes which have actually been put 
forward during the present year. 


Apart from certain minor, though far 
from unimportant efforts, in the wagon 


building, ironfounding, and _ milling 
trades, and a very significant scheme for 
bringing together Lancashire spinners 
of Egyptian cotton (other than those 
included within the Fine Spinners’ com- 
bine formed in pre-war days), the most 
ambitious plans for rationalization have 
been concerned with the heavy steel 
trades and with the American cotton- 
using section of the Lancashire textile 
industry. Some of the difficulties facing 
the accountants and other experts re- 
sponsible for bringing the new English 
Steel Corporation into being were con- 
nected with the “liquidation” by the 
constituent companies of some of their 
extensive outside interests acquired 
during an earlier period of vertical ex- 
pansion. In other respects, their 
problem resembled that of the sponsors 
of the Lancashire Cotton Corporation, 
which has been designed to amalgamate 
eventually at least half of the American 
cotton spindleage of Lancashire. In both 
cases, a protracted period of unprofit- 
able operations had caused certain of the 
constituent companies not only to lose 
the capital subscribed by their share- 
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holders, but to fall into arrears with the 
payment of interest on their debentures, 
and to incur heavy outside indebtedness. 
Finally, it has been necessary to raise 
large amounts of entirely new working 
capital, without which the most wisely 
conceived plans of rationalization could 
not function. 


FINDINGS MAY SERVE OTHER TRADES 


One may hope that, a year hence, it 
will be possible to congratulate those 
responsible on the success of their ef- 
forts, and to trace the extent to which 
their plans have served as a model for 
other trades—notably the coal industry 
-—faced with similar problems. By that 
time, also, one may be in a position to 
form a first impression of the practical 
working of the alternative method em- 
ployed in the reorganization of the Unit- 
ed Steel Companies. Under this scheme 
an. outside financial interest has “bought 
out” the shareholders and debenture: 
holders at a price based on the Stock 
Exchange quotations of their respective 
securities, and has thus been in a post 
tion to initiate reconstructive measures 
with an entirely free hand. More ex: 
tensive research, again, will doubtless 
throw a much-needed light on the bear: 
ing on future schemes of rationalization 
of Great Britain’s dependence on a wide: 
ly diversified export trade. 

The foregoing paragraphs should 
serve at least to indicate that the 
problem as it presents itself in this 
country is of a very special nature. The 
endeaver to draw too close a parallel 
with the experience of other countries 
may produce an entirely misleading 
interpretation of the facts. 
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Finland as Factor in World Trade 


Cr of Finland as a factor 


in international trade is dis 
cussed in the first issue of the 
quarterly review of the Nordiska 
Foreningsbanken of Helsingfors, the 
largest and oldest private bank in that 
country. 
In announcing the publication of this 
first English edition of the review, 


Alexander Frey, president of the bank, 
states: 


“Although situated far from the main 
thoroughfares of the world’s commerce, 
Finland is in contact with the trading 
centers of various parts of the globe, 
thus having markets for its own ex- 
ports and being able to satisfy its import 
“equirements as well. Trade in goods 
in its turn calls for the establishment 
of banking relations, with or without 
recourse to credit facilities, as a means 


of effecting payment for commodities 
bought or sold. 


“For the development of our foreign 
trade relations, it is of supreme im- 
portance that we should keep our busi- 
ness friends abroad informed of our 
market conditions, taking into account 
the special field in which each is inter- 
ested and providing a review of the gen- 
eral situation as well.” 


Surveying the first part of this year, 
the review points out that business has 
been hampered by stringent money con- 
ditions, owing to an over-expansion in 
the last three years. There was a gen- 
eral rising of interest rates at the be- 
ginning of the year, and the rate on six 
months’ deposits is now 7 per cent. in 
all the joint stock banks, equal to the 
lowest discount rate of the Bank of 
Finland. Deposits in the joint stock 
banks and savings bank institutions, 
however, continued to increase, with a 
growth during the quarter of approxi- 
mately 300,000,000 marks as compared 
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with an average increase of 450,000,000 
marks during the corresponding period 
of the last five years. 

In foreign trade for the first quarter 
of this year there was a considerable 
decline. As a result of severe ice and 
unfavorable shipping conditions, ex- 
ports dropped 9 per cent. to a tota! of 
68,000,000 marks, while imports de- 
clined 30 per cent. to a total of 1,188,- 
000,000 marks. 

From statistics of thirty-five repre- 
sentative business concerns, the turn- 
over of business was normal during 
January and February, but showed a de- 
cline of 17 per cent. in March. General 
employment increased 1 per cent. in the 
first quarter of this year as compared 


Ponce Santurce Bayamon 


with the first quarter a year ago. Build- 
ing operations have been considerably 
retarded by the tight credit conditions, 
and have declined about 50 per cent. 
under the corresponding period of 1928. 

The basic industry in Finland is that 
of timber production and allied activi- 
ties. Finland is the largest timber ex- 
porting country in Europe, and during 
the current period improvement has been 
noticed in practically every division of 
that industry. Despite voluntarily 
restricted production, output of sawed 
timber reached 600,000 standards by the 
end of March, compared with 540,000 
standards in the previous year. Paper 
output approximated last year’s figure of 
about 74,000 tons. 


Swiss Richest Citizen With $3126.90 
Per Capita 


ITH a per capita wealth of 
$3126.90, the Swiss is the 
world’s most prosperous na- 


tional, according to the new edition of 
economic chart compiled annually by 
Redmond & Co. The survey just issued 
presents the economic statistics, under 
sixty classifications, of forty-nine coun- 
tries. Next in order of per capita 
wealth are New Zealand, $3029; United 
States, $2908; Canada, $2770; Aus- 
tralia, $2710.50; Great Britain, 
$2677.70. Soviet Russia, with $215.60, 
is at the bottom of the list of major 
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countries. In per capita debt New 
Zealand ranks first with $841.40; Great 
Britain next with $815.20 and France 
third with $446.70. The debt burden of 
the German, with $16.60, is among the 
lightest. On a pre-war basis of 100, the 
cost of living is highest in Czechoslo 
vakia with 741 and lowest in Poland 
with 103. Living costs are figured at 
172 for the United States and 150 for 
Canada. The United States distanced 
all other countries in 1928 with a favor: 
able visible trade balance of $681,100,’ 
000. 
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The Past Month in Canada 


are satisfactory reports concerning 
the high level of business activity, 
although there are a few lines, such as 
automobiles, where the mid-summer re- 
cession is beginning to be felt,” says 
the July Monthly Letter of the Royal 


Fe = all parts of Canada there 


Bank of Canada, Montreal. ‘Building 
contracts for the first five months of 
the year exceeded the high records 
made in 1928; iron and steel produc- 
tion is at a maximum, and flour mills 
are turning out a larger volume than 
in recent years. The mining statistics 
for the first quarter of the year show 
a substantial gain over the record at- 
tained in 1928, and forecasts for total 
production for the year are optimistic. 
Although the recent fall in the price 
of wheat has made dealers in semi- 
luxury products somewhat cautious, 
the actual volume of distribution in 
the early part of the year has been 
exceptionally satisfactory. 


“As yet it is too early to forecast 
agricultural prospects for the end of 
the year. The return of the farmer 
depends upon quantity and grade as 
well as upon price. The outcome of 
crops in other parts of the world, a 
contributing factor of major impor- 
tance, is too much a matter of circum: 
stance to warrant undue pessimism 
concerning Canadian prospects for 
next year. In case the West should 
have an unprofitable year for wheat, 
there are circumstances which will 
tend to mitigate the effect of such a 
misfortune upon the volume of trade. 
In the first place, the last four years 
have placed the farmer in a relatively 
more satisfactory position to stand the 
strain of a period of adversity; in the 
second place, farming is of less relative 
importance in Canadian economy as a 
whole than before the war. With the 
growth in importance of mining, and 
the extension of the pulp and paper 

269 





THE BANKERS MAGAZINE 


ANGLO- 
INTERNATIONAL 
BANK 


LIMITED 


Head Office : 
24-28, LOMBARD STREET 
LONDON, E. C. 3 


Telephones: MANSION HOUSE 6543 (9 lines) 
Telegrams: ANGLANK, LONDON 


CAPITAL : 
Authorised - - £2,000,000. 
Paidup - - = £1,960,008. 


Board of Directors: 
Chairman—General The Hon. Sir H. A. Lawrence, 6.C.B. 
Managing Director—Peter Bark, Esq. 


E. W. Ht. Barry. Esq. Or. Paul Hammerschlag 
Major Julian Day, M.C. Sir J. Gordon Nairne, Bart. 
A. 6. M. Dickson, Esq. Ludwig von Neurath, Esq. 
The Lord Faringdon, C.H. Sir Otto Niemeyer,6.B.E.,K.C.B. 
Sir Harry Goschen, Bart., K.B.E. Sir William Peat, C.V.0. 
Zoltan Hajdu, Esq. Kunes Sonntag, Esq. 

Sir Henry Strakosch, 6.8.€. 

By virtue of its Affiliations and Connections 
in Central Europe, the Bank is in a posi- 
tion to afford special facilities for 
business with that region. 





industry which is now in a much more 
satisfactory position than last year, to- 
gether with diversification in general 
manufacturing, Canadian industry is 
much more stable than in the past. 
Although the failure to realize satis- 
factory profits would be a blow to the 
farmer, yet general business will not 
suffer to the degree that was char- 
acteristic of poor years in agriculture 
in the past. Early crop reports in- 
dicate that Canadian crops are making 
good progress and crop conditions may 
be considered normal for this time of 
year.” 


MARKETS AND PRICES 


The movement of grain prices dur- 
ing the last month (June) has been 
erratic as a result of varying weather 
conditions and crop development in 


the great producing areas, but the 
general trend has been toward higher 


levels, according to the Monthly Com 
mercial Letter of the Canadian Bank 
of Commerce, Toronto, for July. 
“World trade in wheat has continued 
on a large scale without anxiety to 
sell on the part of Canada and with 
less anxiety on the same score in Ar 
gentina. Europe has bought freely, 
and Asia is still importing fairly large 
quantities. F 

“Quotations for oats and barley 
have been maintained or bettered dur. 
ing the month, and that for corn has 
risen as a result of the backward con- 
dition of the new American crop and 
the rapidly decreasing supplies, which 
for the season are the lowest in five 
years. 

“The livestock market has steadily 
gained in strength, and deliveries of 
both cattle and hogs are running sufh- 
ciently below those of a year ago to 
maintain a comparatively high level of 
prices. Buying for storage purposes 
increased the strength of an already 
firm butter market, and higher prices 
have ruled for both butter and cheese. 
Hides and leather remained unchanged. 

“The textiles as a group have de- 
clined in price. Generally favorable 
weather conditions and an_ indicated 
increase in acreage of about 4 per 
cent. resulted in lower quotations for 
cotton. Activity in the silk mills is 
very high compared with the demand 
and indicates over-production, so that 
any immediate enhancement in price is 
not looked for. A downward revision 
of rayon quotations was made necessary 
by the prices at which European yarns 
were being offered on the American 
market, and the present, prices are ex 
pected to restore stability and to in 
crease the consumption of the domestic 
article. 

“A gradual decline in rubber prices 
occurred during the last month owing 
to the obscurity regarding the probable 
output in the East. There has been a 
falling off in shipments from British 
Malaya but those from the Dutch East 
Indies remain about the same. Al 
though automobile production in June 





ee 


THE BANKERS MAGAZINE 


EEUU 


shows a decrease which is likely to be- 
come more pronounced, production of 
tires in May was at the highest rate 
ever attained, and producers do not 
anticipate any reduction in operations 
for at least two months. The de- 
pression in the sugar industry has not 
abated. 

“Oil production continues on the 
increase in spite of well-directed efforts 
toward curtailment. The seasonal in- 
crease in consumption is for the pres- 
ent absorbing a great part of the in- 
crease in production, however, and 
there has, therefore, been no change in 
price. Demand for lead and zinc is 
definitely better and quotations for the 
latter have risen; that for copper con- 
tinues quiet, but it is felt that it must 
soon become more active. The de- 
mand for silver was insufficient to 
stand almost general selling, with the 
consequence that quotations have 
reached the lowest level since August, 
1927. 

“The index number of wholesale 
prices registered 95.40 on June 15 as 
compared with 94.47 on May 15.” 


BANK STATEMENTS 


“The statement of chartered banks 
at the close of April,” says the June 
22 Business Summary of the Bank of 
Montreal, “discloses some interesting 
features. Note circulation, which in 
March had expanded by the unusual 
amount of $26,400,000, as sharply 
contracted $17,800,000 in April to a 
figure slightly above that of a year be- 
tore. More significant is the expansion 
of current commercial loans in Canada, 
these having increased $26,400,000 in 
April to a total of $1,320,500,000, be- 
ing $145,000,000 more than at the 
same date in 1928 and $298,000,000 
more than two years ago, indicating 
very definite business expansion. 


Crauelers Bank 
of 


Paris 


20 PLACE VENDOME 
PARIS, FRANCE 





NEW YORK AGENCY 
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FOREIGN EXCHANGE 


“In the foreign exchanges, until the 
last few days, New York funds have 


been in steady demand, reaching a 
high point of 15/16 per cent. premium, 
but an easier tendency is in evidence. 
Sterling cables, reflecting the strength 
in New York funds, rose to 4.893 
per cent. and the principal European 
currencies show advances, ranging from 
VY per cent. to Y2 per cent. The bond 
market has been firm and moderately 
active, with prices steady. The out- 
standing feature of the month has been 
the sale to an international syndicate 
of $40,000,000 Canadian National 
Railways 5 per cent. forty-year Do- 
minion Government guaranteed bonds. 
The bonds are being offered to yield 
5 per cent.” 





BANCA COMMERCIALE ITALIANA 


OVER 100 BRANCHES THROUGHOUT ITALY 
HEAD OFFICE, MILAN, ITALY 


Capital Fully Paid, Lire 700,000,000.00 
New York Agency, 62-64 William Street 


We invite you to make full use of these exceptional 
facilities for the efficient conduct of your Italian affairs. 


Affiliation in New York 


BANCA COMMERCIALE ITALIANA TRUST CO. 
Capital, Surplus and Undivided Profits, $4,000,000.00 
62-64 WILLIAM STREET, NEW YORK 
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International Banking Notes 


ESOURCES of Barclay’s Bank, Ltd., 

London, totaled $1,904,001,895 ac- 

cording to the semi-annual statement 

of condition, as of June 29. This 
compares with $1,799,912,284 as at the end 
of June last year, a gain of more than 
$100,000,000. 

Deposits as of the same date were $1,656,- 
979,657, a gain of $67,225,189 over the 
$1,589,754,468 reported for June 30, 1928. 
Advances to customers and other accounts 
are reported as $870,554,174, while bills 
discounted rose from $179,936,008 to $201,- 
873,057 and acceptances advanced from $76,- 
616,730 to $116,481,153. The gains shown 
in these items reflect the continued exnan- 
sion and use of the London discount and 
acceptance market. 

The bank shows an increase in invest- 
ments of about $45,000,000 to $295,145,- 
750, of which $272,424,808 represents se- 
curities of, or guaranteed by the British 
government. 


ProFit and loss statement of the National 
Bank of New Zealand, Limited, London, for 
the year ended March 31, 1929, shows net 
profit for the period of £456,153, after pay- 
ment of a bonus to the staff of £11,800, 
providing for bad and doubtful debts and 
including £165,572 brought forward from 
the previous year. The sum of £10,000 was 
placed to premises account, leaving available 
for distribution £326,153, which has been 
allocated as follows: 


To dividend at the rate of 12 ver 
cent. per annum for half-year 
ended March 31 
To bonus of 2 per cent 
To pension and gratuity funds.... 11,000 
To carry forward to next account 155,153 


272 


Capital of the bank is £2,000,000, reserve 
fund £2,000,000, deposit and current ac’ 
counts £10,567,019 and total resources £18, 
809,388. 


STATEMENT of the Banca Nazionale di 
Credito, Milan, as of April 30, 1929, shows 
paid up capital of Lit. 300,000,000, reserve 
fund of Lit. 60,000,000, deposits, current 
accounts, etc., of Lit. 2,335,363,542 and 
total resources of Lit. .4,701,490,681. This 
is an increase over the December 31 state- 
ment, when deposits were Lit. 1,933,457, 
517 and resources Lit. 4,641,555,199. 


NeT profit of the National Bank of Aus 
tralasia, Limited, Melbourne, for the year 
ended March 31, 1929, amountd to £659, 
278, after deduction of all expenses, etc., 
and including £124,998 for income, land 
and note taxes. To this has been added 
£148,494 brought forward from the previous 
year, making £807,773 available for distribu- 
tion as follows: 


To interim dividend of 10 per cent. 

per annum, paid November last. .£250,000 
To reserve fund account 100,000 
To reduction of bank premises.... 50,000 
To final dividend at the rate of 10 

per cent. per annum 250,000 
To carry forward to next account. 157,773 


Paid up capital of the bank is £5,000,000, 
reserve fund £3,100,000, deposits £37,341, 
464 and total resources £47,431,823. 


BALANCE sheet of Barclays Bank (Domin 
ion, Colonial and Overseas), London, as of 
March 31, 1929, shows capital of £4,975, 
500, reserve fund of £1,400,000, current, 
deposit and other accounts of £63,129,303 
and total resources of £75,550,240. 








BANKING BUSINESS WITH BELGIUM 
BANQUE DE COMMERCE 


Societe Anonyme 
ANTWERP 


Every description of Banking Business transacted. 


Exceptional facilities and conditions for the collection and prompt remittance of docu- 
mentary items on Belgium 


Capital Subscribed . Frs. 60.000.000 Branches : 


Capital Paid Up. Frs.38.000.000 BRUSSELS OSTEND 


Reserve. . . .  Frs. 18.500.000 Pg ety 
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Royal Bank of Canada Has New 


Executives 


Tic Royal Bank of Canada, On account of the expansion of the 


Montreal, has announced the pro- _ bank’s business, it was desirable to en- 
motion of C. E. Neill, vice- large the executive group of the head 
president and general manager, to the 
position of vice-president and manag- 
ing director and of M. W. Wilson, 
senior assistant general manager, to 
general manager. 


Morris W. WILSON 


Formerly senior assistant general man- 
ager, Royal Bank of Canada, who 
has been promoted to general manager. 


Cuartes Ernest NEILL office by the creation of the position 
Formerly vice-president and general of managing director, to which Mr. 


manager, Royal Bank of Canada, 7 
who, in addition to the vice-presidency, Neill has been promoted. The posi 


has been elected to the newly created tion will enable him to continue the 
post of managing director. active direction of the bank, but at 
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ANYWHERE ON THE GLOBE 


COOK’S 


TRAVEL SERVICE 


THE WORLD'S LEADING 
TRAVEL ORGANIZATION 


300 OFFICES 
THROUGHOUT THE WORLD 


THOS. COOK & SON 


NEW YORK 
585 Fifth Ave. 253 Broadway 
827 Madison Ave 


in co-operation with 


WAGONS-LITS CO 
701 Fifth Avenue 


the same time relieve him of many of 
the details of administration which 
must be handled by the general man- 
ager. 

Mr. Neill entered the bank’s service 
in 1889 and his career has been a 
record of promotion. In 1903 he was 
appointed chief inspector and in 1916 
succeeded E. L. Pease as general man- 
ager. His appointment as vice-president 
was made in January, 1927. He isa 
governor of McGill University, a di- 
rector in several large Canadian com- 
panies and a former president of the 
Canadian Bankers’ Association. 

Mr. Wilson has spent his entire 
business life with the bank, joining it 
at Lunenburg in 1897. He has been 
successively chief inspector, superin- 
tendent of branches and senior assistant 
general manager. 

The Royal Bank of Canada has 
more than 800 branches serving Canada 
and more than 100 in thirty-one for: 
eign countries. Its assets are more than 
$930,000,000. ' 


The Bank for International 
_ Settlements 


From The Index of the New York Trust Company 


NE of the objectives of the Young 
() Plan was to free Germany from 

political controls, and in the 
realization of this purpose lies the orig- 
inal basis of the Bank for International 
Settlements. The Reparations Commit- 
tee in Germany, the position of Agent 
General for Reparation Payments, and 
the various commissions and committees 
allied with it are abolished and their 
functions assumed by the bank. In the 
exercise of these functions, Germany, 
as one of the countries represented on 
the board of directors of the bank, is 
given its appropriate part. 


The bank thus becomes primarily the 
machinery for the administration of the 
Young Plan, but in addition is given 
wide powers not only in the co-ordina- 
tion of the work of the central banks, 
but in general banking operations, in 
cluding the power of investment. While 
the reparation functions of the bank 
are clearly defined, these general func: 
tions in international finance lend them- 
selves to various interpretations and, for 
that very reason perhaps, demand pat’ 
ticularly careful consideration. 

It is only necessary to summarize very 
briefly the work of the bank in its ad 
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ministrative capacity. The bank is a 
trustee of the creditor countries in deal- 
ing with the reparation annuities. These 
annuities are represented by German 
Government certificates of indebtedness 
deposited with the bank, similar to those 
in use in ordinary commercial practice. 
Such a certificate contains two coupons 
for each annuity representing the condi- 
tional and unconditional payments. Out 


of the average annuity under the Young . 


Plan of about $488,000,000, approxi- 
mately $150,000,000 is unconditional 
and not subject to postponement. 

These payments are to be made to 
the bank by Germany and distributed 
by the bank to the creditor countries, 
by crediting the accounts which the 
central banks of these countries main- 
tain at the bank. 

Also, upon the request of these cred- 
itors, the bank may create issuable bonds 
representing the capitalization of the 
unconditional part of the annuity. It 
will initiate the operations for market- 
ing bonds and presumably would adjust 
the bond offerings to favorable condi- 
tions. The proceeds therefrom are to 
be distributed among the creditors con- 
cerned. 


PERMISSIVE POWERS 


Beyond this, however, the bank 
apparently assumes nearly all the func- 
tions associated with a reserve bank and 
certain regular commercial bnking opera- 
tions. It may receive practically all 
kinds of ordinary deposits, and time de- 
posits, but presumably not the deposits 
of individuals. It may employ its power 
of giving credit to the various central 
banks for temporary assistance. It has, 
in particular, the power to invest its 
funds through loans, discounts and in- 
vestment operations. In this it may deal 
directly with central banks or with 
banks or individual bankers of any 
country and thus has very much the 
same opportunities for profit-making as 
those associated with commercial banks. 

Five per cent. of these profits will go 
toa legal reserve fund, part will be 
devoted to a dividend up to 6 per cent. 
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on the common stock, and the balance 
will be divided as follows: an additional 
dividend (at the discretion of the direc- 
tors) up to 12 per cent.; a general reserve 
fund; certain payments to the creditors; 
and certain payments to Germany to aid 
in meeting the last twenty-two annui- 
ties, providing Germany makes a special 
five-year. time deposit amounting to a 
minimum of 400,000,000 Reichsmarks. 

The rediscount privilege is one of par- 
ticular interest. The bank may “redis- 
count for central banks bills taken from 
their portfolios, to make loans to them 
on the security of such bills or to make 
advances to them against the pledge of 
other securities up to such amounts and 
for such period as may be approved by 
the board of directors.” Obviously, if 
the bank is going to rediscount eligible 
bills for other central banks, it will have 
to set a rediscount rate which because 
of the bank’s very position may exert 
a peculiar influence as a world rate of 
rediscount. The bank is not given, of 
course, the slightest control over the 
rates to be established by central banks, 
but its power of rediscount may lead 
it at times into a situation requiring the 
utmost nicety of determination. A de- 
cision in regard to the rate level itself, 
for example, or a decision to rediscount 
the bills for one central bank and not 
of another constitute some of the bank’s 
potential problems. 


LONG TERM INVESTMENTS 


Potentially, also, the bank can exert, 
through its investment powers, a very 
marked influence on the industrial de- 
velopment of the countries where it 
places its funds. “The bank,” states the 
report, “will in time become an organi- 
zation not simply or even predominantly 
concerned with the handling of repara- 
tions, but also with furnishing to the 
world of international commerce and 
finance important facilities hitherto lack- 
ing.” -The report pointed out that it 
would not be desirable “to limit unduly 
the functions of the institution;” hence, 
within certain limitations the bank is 
given the opportunity of the sound use 
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of credit to contribute to the stability 
of international finance and the growth 
of world trade. 

It has been suggested that the bank 
might direct its investments toward those 
regions which are relatively undeveloped 
industrially. The industries of Russia 
or Latin America or Africa, for example, 
will represent enterprises which would 
not only welcome financing of that sort, 
but which might be considerably stimu- 
lated thereby. The possibilities of in- 
vestments of this kind, with their im- 
mense consequences on world conditions, 
are largely a matter of supposition. It 
is interesting to note, however, that the 
London Economist states in regard to 
these powers: 


“It is impossible to resist the conclu- 
sion that the experts had in mind the 
idea of a world central bank performing 
the same functions for existing central 
banks as they in turn perform for com- 
mercial banks in their own countries.” 


An understanding of the bank’s or- 
ganization is essential for a conservative 
judgment of these possibilities. The 
board of governors of the bank is se- 
lected by the central banks of the coun- 
tries which participated in the con- 
ference. 


SUPERVISION BY CENTRAL BANKS 


In this personnel of the bank’s man- 
agement is found one limitation to its 
investment powers: the bank is under 
the control of central’ banks of issue. 
A central bank would be inclined to 
regard large scale operations in its money 
market as its own function, and such 
investments of the Bank of International 
Settlements would have to be subject 
to the central bank’s approval. It is 
distinctly stated that the new bank may 
not “exercise a predominant influence 
over business interests in any country,” 
and the governor of the central bank is 
given the right of veto over any credit 
operation affecting his own market. 

As Thomas Lamont has stated: 
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“In the organization and the admin- 
istration of the bank the central banks 
of the creditor countries and of Ger- 
many, or such of them as desire to par- 
ticipate, will have broad powers of 
control. In designing the plan for the 
institution, safe-guards were interposed 
to protect existing business and financial 
agencies from competition on the part of 
the bank. 

“If in years to come it takes on 
broader functions it will be because, and 
only because, there is a practical and 
special use for it in branches of economic 
life which are not now served.” 


AMOUNT OF CAPITAL FUNDS 


The capital of the bank is to amount 
to $100,000,000, of which $25,000,000 
will be paid in at once. It will be ex: 
pressed in the currency of the country 
where the bank is domiciled, and the 
capital stock will be offered in equal 
amounts in the seven countries partici- 
pating in the Paris Agreement—the 
United States, Great Britain, France, 
Germany, Italy, Belgium and Japan. 
The central banks of these countries 
may, however, sell part of the stock 
(amounting to a maximum of 44 per 
cent. of the total) to other countries. 

The shares themselves, which may be 


. purchased by corporations or individuals, 


carry no voting rights, but voting rights 
corresponding to the number of shares 
originally issued in each country shall 
be exercised by the central bank of that 
country. 


CLASSES OF DEPOSITS 


In addition, the bank may receive 
several classes of deposits. These are 
as follows: 


1. Deposits on annuity account. 

2. Deposits from central banks either 
for current or investment purposes. 

3. Deposits on clearing account used 
for the purpose of maintaining funds for 
settling accounts among the central 


banks. 
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4. Deposits for the purpose of facili- 
tating the bank’s functions in connection 
with the German annuities. 

5. Deposits constituting guarantee 
bonds for bond issues. 

6. Special non-interest-bearing de- 
posit of the German Government, not 
to exceed 100,000,000 Reichsmarks. 

7. Special five-year time deposit of 
German Government amounting to the 
minimum sum of 400,000,000 Reichs- 
marks. 


Of these, the deposits on annuity ac- 
count will go out almost as quickly as 
they come in, and hence any investments 
which the bank might make on this basis 
would be of a short term variety. The 
long term deposits may, of course, be 
used for long term investment, but it 
is not likely that these funds will be of 
suficient amount to make possible in- 
vestments on a large scale. 


AIDING FINANCIAL STABILITY 


A clear realization of these conditions 
will do much to prevent an exaggera- 
tion of the bank’s influence and the 
possible hostility that might be aroused 
thereby. It is obvious that even under 
these conditions, however, the bank can 
make a very vital contribution to world 
financial stability. In these post-war 
years when co-operation between the 
central banks has been of such great 
importance this co-operation has been 
generally realized through certain lead- 
ing personalities that have been able to 
take the initiative and achieve co-ordina- 
tion through their own influence. The 
future is not left with so haphazard an 
arrangement. The bank becomes a perma- 
nent established medium for central 
bank co-ordination. 


WILL FACILITATE EXCHANGE 


These functions of the bank may very 
greatly facilitate the process of interna- 
tional exchange. The bank can become 
a clearing agency among banks of issue 
and may do much to eliminate the cost 
and risks of gold shipments by the re- 
ceipt and handling of gold deposits. It 
has also been suggested that the new 
bank might handle transfers of Allied 
debt payments as well as those relating 
to reparations. ‘Without over-emphasiz- 
ing the bank’s powers, it seems evident 
that the bank provides a necessary com- 
plement to the reparations settlement 
and should become one of the most valu- 
able of the international organizations 
established since the war. 

It should be noted that the Paris 
Agreement of course still requires the 
ratification of the countries concerned. 
That such ratification will be forth- 
coming can hardly be doubted. For the 
United States, the Secretary of State 
has definitely announced that this coun- 
try will have no official representation 
in the bank, nor will the American 
Government permit any official of the 
Federal Reserve System as such either 
to serve or to select an American rep- 
resentative. There is a special provision 
in the draft of the agreement which 
permits American participation. 

The location of the bank remains still 
to be determined. In selecting the coun- 
try of incorporation, it is provided, how- 
ever, that due consideration will be given 
to obtaining powers sufficiently broad to 
enable the bank to perform its functions, 
and hence the location of the bank will 
presumably be a financial center of im- 
portance. Among those cities most fre- 
quently mentioned for the location are 
Zurich and Lucerne, Switzerland; Brus- 
sels and Antwerp, Belgium; Amsterdam, 
Holland; and London, England. 





THIS SEAL—AN 
ENDORSEMENT OF SAFETY 


A good promissory note becomes a better 
one if it carries an acceptable endorsement. 


Likewise a good investment security is 
safer if it bears the seal and guarantee of 
General Surety Company. 


This endorsement carries no conditions, is 
absolute, and cannot be revoked. It means 
that nothing will be permitted to interfere 
with the payment of interest or principal. 


It is the only factor needed to ratify the 
banker’s judgment as to the acceptability of 
an investment. 


GENERAL SURETY COMPANY 


340 MADISON AVENUE, NEW YORK 


Capital and Surplus $12,500,000 


UNDER SUPERVISION INSURANCE DEPARTMENT STATE OF NEW YORK 









How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 
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OBBY JONES will ex- 

hibit the skill which 

has won him numer- 
ous golf championships be- 
fore the delegates to the 
Financial Advertisers As- 
sociation convention, which 
is to be held in Atlanta Oc- 
tober 30 to November 4. 
This will be one of the 
unusual features of the pro- 
gram being planned for 
the annual meeting. 

A second feature planned 
for the convention is a 
“speechless” dinner. In or- 
der to get an interesting 
variety of comments on ad- 
vertising experiences of the 
representative group which 
will attend, the presiding 
oficer at the dinner will 
call on various members to 
explain experiences in just 
as short a time as possible. 
This round-table session is 
expected to develop some 
interesting angles on recent 
developments in the finan- 
cial advertising field. 


IN connection with the re- 
cent merger of the Mercan- 
tile Trust Company and the 
National Bank of Com- 
merce in St. Louis, an ad- 
Vertising campaign was be- 
gun in advance of the ofh- 
cial consolidation to acquaint 
the public with the salient 
facts about the new bank 
and to create good-will for 
the new institution. 

Five days before the offi- 


cial merger, the campaign 
was opened with a full 
page newspaper advertise- 
ment headed “Uniting for 
Greater Service,” a phrase 
which served as the keynote 
of the entire campaign. This 
advertisement told how 
these two banks, long iden- 
tified with the upbuilding 
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LOOKS AT 





FOREIGN-TRADE 


of St. Louis, had decided to 
merge. There was a brief 
word sketch of each bank 
and drawings to illustrate 
the home of each. 

The other pre-merger ad- 
vertisements, all set in a 
“V" formation, dealt with 
such topics as “Resources,” 
“Personnel,” and “Depart- 
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Devil’s work on the Amazon 


An American manufacturer received a sub- 
stantial order from a trading post s thousand 
miles up the Amazon River in Brazil There 
was but one sripulation—there mast be wo 
green labels on the goods 

Te so happencd char this manufacturer was 
using « green label He was proud of his 
green label Ic had distinguished his goods 
for years. Nobody in Amer'cs had ever ob- 
jected to it * Ridiculous!” he laughed 

So the goods left his factory defianily 
flaunting the forbidden green badges Up 
the Amazon they went quickly enough —and 
back they came even quicker 

They couldn't be sold because, ro che na- 
tives, green was the devil's own coler 


Write forgign buyers usually wane 
American goods as chey are made for Ameri- 


cans, the far-sighted exporter will familiarize 
himself thoroughly with the custorns, beliefs 
and trade practices which may have a direct 
bearing on .1is sales. Seldom is he warned 
by the buyer, as described above. 


* * 7 


Fortunately much of this information is now 
available Here ac che Seaboard we are able 
to help our customers by turning to « vast 
fund of commercial information drawn from 
our business contacts all over che world. Ir 
you have sowre puzzling export of import 
problem, bring i in and let our Foreign De- 
partment officers calk it over with you They 
can prubably help you clear it up And in 
the meantume, we wii gladly mai! you our 
booklet on Seaboard foreign banking 
facilities. 


FOREIGN DEPARTMENT 


The Seaboard National Bank 


OF THE CITY OF NEW YORK 
Main Office: BROAD AND BEAVER STREETS 


41 WEST 34TH STREET 





119 BROADWAY 


24 EAST 45TH STREET 


Intriguing heading and illustration call attention to this 
example of the outstanding advertising being done by 


a New York City bank. 


In this, as in all of the adver- 


tisements of this series, a specific example is used to 
illustrate the point which the copy wishes to bring out. 
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ments.” The final one 
again carried a _ display 
line, “Uniting for Greater 
Service.” 

On May 20, the day the 
newly established —_ bank 
opened for business, a full 
page advertisement was pub- 
lished under the heading 
“United Now for Greater 
Service.” At the sides of 
the layout were the names 
of the officers and di- 
rectors of the new bank. 


THE BANKERS MAGAZINE 


A few days after the mer- 
ger, copy was run thanking 
the people of St. Louis for 
the . welcome given the 
bank. 

Daily and weekly news- 
papers, both. in English and 
in foreign languages, bill- 
boards and street car cards 
were used in the campaign 
and news developments of 
the merger were published 
at the same time in local 


and out-of-town newspapers 


The ninth of a series of excerpts from “The New Way to Net Profits,” a book dealing with 
various phases of industrial management—written by Fred W. Shibley, 
Vice-President of Bankers Trust Company 


ANALYSIS POINTS THE 
WAY TO NET PROFITS 


“Imagination ‘s the inspiration of research; practicality 
is the keynote of analysis. It is the function of analysis 
to make involved and complex things simple and with- 
in the scope of ordinary understanding. 


“There is no principle of scientific administration 


and magazines. More than 
100 outdoor bulletins and 
walls carried the message 
“United for Greater Sery- 
ice,” with a picture of the 
bank’s building, on the 
opening day. Similar lay- 
outs were used for street 
car cards. 

The bank has followed 
up this intensive campaign 
with other advertisements, 
published at regular inter- 
vals. 


DaLE GRAHAM, _ assistant 
vice-president of the Na 
tional Park Bank of New 
York, has been appointed a 
director of the Financial 
Advertisers Association. Mr. 
Graham has been active in 
financial advertising circles 
for a number of years. Be: 
fore joining the National 
Park Bank he was advertis- 
ing manager of the Missis 


which does not require the application of analysis. In 
market study st examines critically all the data, 
gathered oy research, relating to consumer requirements. In mer- 
chandising itweighs quality, design, style, and preparation, as against 
consumer desire, appreciation, taste, need, and.ability to purchase. 


sippi Valley Trust Com 
pany of St. Louis. He will 
have a part in the prepara 
tion of plans for the 1929 
convention of the Financial 
Advertisers Association. 


“In similar scales, so delicate as to register the fourth decimal of an 
impression, analysis balances the merchandise line with sales 
results, revealing the popular and profitable products on the one 
hand, and the slow-moving, unprofitable products on the other. 
In distribution it demonstrates which are the economic channels 
to follow and which are the best sales methods to employ. 

In production it excels as a method of discovering exces- 

sive expenses, and in the determination of trends. 


To announce the opening 
of the Upper Avenue Bank 
of Chicago, that institution 
sent out an unusual folder. 
The background of the two 
outside pages was black, 
with a drawing of the 
building in which the bank 
is located, the opening 
dates, name of the bank, 
etc., in cream color. There 
were decorative touches 0! 
green. In the two inside 
pages the cream-colored 
paper was used as a back: 


“It is necessary, therefore, in business, if a perfect com- 
prehension of its activities is to be attained, that it be 
studied constantly through analyzation in unitary form.” 


BANKERS TRUST COMPANY 


NEW YORK PARIS 


CAPITAL $25,000,000 
SURPLUS FUND $30.000!000 UNDIVIDED PROFITS OVER $27,000,000 


One of a series of advertisements which reproduce ex- 

cerpts from a widely read book on industrial man- 

agement by a vice-president of the trust company under 
whose name they are published. 
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City Bank Farmers Trust Company 
Opens Its Doors as an Affiliate 
of The National City Bank 
of New York 





ne City Banx Farmens Taust Company represents ao 
solidation of the trust organizations of The Na’ 
Bank of New York and The Farmers’ Loan and Tr 
Its stock 1s trusteed for the benefit of the shareholders ot The 
National City Bank of New York and thew beneficial interest 
will be evidenced by an endorsement on the stock certihcates of 
the Bank in the same manner as their beneficial interest in The 
National City Company 1s now evidenced. 


The City Bank Parmers Trust Company with a capital of 
$10,000,000 and a surplus of $10,000,000 will operate under the 
107 year old charter of The Farmers’ Loan and Trust Company 
It wall be administered by a separate Board of Directors composed 
of trust-minded and investment minded men ot recognized calibre 
The executive officers will be men of expenence in the handling 
of trust business being drawn from those who have handled 
similar work in the merged institutions. The Chairman wall be 
the Chairman of The National City Bank of New York, the 
President will he the former President of The Farmers’ Loan and 
Trust Company 


Pending the completion of a new building covennng the entire 
block bounded by Hanover Street, Exchange Place, Wilham 
Street, and Beaver Street, to be known as the City Bank Farmers 
Trust Building, which will be the permanent home of the City 
Bank Farmers Trust Company, the organization will be located 
in temporary quarters at 43 Exchange Place, with some depart 
ments occupying quarters at 52 Wall Street 


We believe that the day of the individual trustee 1s waning 
and that the day of the corporate trustee 1s just in its dawning 
With the complicated and intricate problems of the present 
with respect to the administration of estates, with the growing 
need for so-called voluntary or living trusts, and with the opening 
of new avenues for the rehet of the cares of handhng accumulated 
wealth, the trust business 1s one presenting an opportunity for 
enormous growth. It is, in our opinion, a business that can be 
conducted to its fullest efficiency only by specialists. It cannot 
be looked upon as a by-product, a sideline of a commercial banking 
institution. It is far too important. It is a business, which, in the 
interests of those it serves, must be conducted by men whose 
lives are devoted exclusively to it 

Viewed as just another “barking merger” the creation of the 
City Bank Farmers Trust Con.pany and its close affihation with 
The National City Bank of New York, is an event of no particular 
importance. But, considered in the light of the purposes and the 
expressions of those who have brought this institution into 
being and in the light of the interests of those who have entrusted 
the management and administration of their affairs to the two 
institutions, its establishment has deep significance. It has equal 
mgnaficance to those who are contemplating the establishment of 
living trusts, the making of a will, the protection ot their famibes 
Tt has equal significance for corporate officials who look for 
grater efhciency in the handling of corporate trusteeshups, and 
registrar and transfer services 

And so the City Bank Farmers Trust Company makes 
its bow to the Pubhc and solicits the opportunity to serve it 
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An advertisement run full page size in local newspapers by New York's largest bank, 
announcing the completion of an important bank merger. This advertisement is distinguished 
by unusually generous use of white space, serving to focus attention on the copy. 


sound, with printing in tive of the new institution FRANK Fucus, advertising 
black and green. An in- filled these two pages. On manager of the First Na- 
terior view of the bank, the fourth page were de tional Bank in St. Louis 
a list of officers and direc- scribed the “broad range and a director of the Fi- 
‘ors, statement and a few of banking services” to be nancial Advertisers Associ- 
Paragraphs of copy descrip- given by the new institution. ation, has been elected 
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MERCANTILE- COMMERCE 


SAN ah * \ 


es -~ 


EIGHTH * LOCUST Ss 


PUNY 
x , 


One of the billboard advertisements which made up a part of the advertising campaign by 
which the merger of the Mercantile Trust Company and the National Bank of Commerce, of 


St. Louis, was announced. 


vice-president of the St. 
Louis Advertising Club. 
He served the club as treas- 
urer in 1927 and 1928. 
The St. Louis Advertising 
Club is one of the largest 
advertising clubs in the 
country, with a member: 


ship of approximately 900. 


“THE New Money—and 
how to own more of it” 
is the title of an _ interest- 
ing and timely folder dis- 
tributed by the National 
City Bank of New York 
at the time the new small 
size money was being dis- 
tributed for the first time. 
It was in the form of a 
conversation between a cus- 
tomer and a bank teller, 
the former asking questions 
in regard to the new cur- 
rency and the latter an- 
swering them. The ques 
tions answered gave all 
sorts of information about 
the new money, from its 
exact size in inches, to de- 
scriptions of the five vari- 
eties of notes. 

The latter part of the 
title—“and how to own 


more of it” is answered by 
the teller with the sugges- 
tion to the customer that 
he open a compound in- 
terest account. 

On the cover of the 
folder are shown pictures 
of the eleven men whose 
faces are to be seen on the 
different bills, and on the 
back of the cover are listed 
the officers of the National 
City Bank and the bank’s 
seal. 

The folder is attractively 
printed in black and green 
on rough white paper. 


THe Iowa National Bank 
of Des Moines has pub- 
lished as an_ eight-page 
folder the result of a state- 
wide survey and question- 
naire made by that insti- 
tution on the land situation 
and farming conditions in 
Iowa. For several years, 
says the bank in an intro- 
ductory page, the eyes of 
the business and financial 
world have been upon 
Iowa and there has been 
considerable mention in 
the public press about the 


The campaign is described in these columns. 


desperate agricultural situ 
ation in lowa. In order 
to get a true picture of 
the actual conditions in the 
state, the Iowa National 
Bank sent out a question 
naire, to which it received 
replies from 784 bankers, 
covering ninety-eight out 
of the ninety-nine counties 
in the state. 

The questionnaire is re 
printed in the folder and a 
synopsis and analysis of 
the replies given. 


A. C. ALLyN and Com 
pany, investment securities 
company of Chicago, has 
published an exceptionally 
attractive booklet in con 
nection with the financing 
of the 
Company of Joliet, Ill. Ir 
asmuch as the Gerlach-Bark- 
low Company is engaged 
in printing, the booklet is 
its work. It is elaborately 
gotten up and is printed on 
coated cream-colored pa 
per, with borders in @ 
deeper tone. There af 
numerous _ illustrations 
showing the plant of the 





Gerlach-Barklow J 


att 
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company and the work 
which it does. The history 
and growth of the com- 
pany and its prospects are 
given in the text. 


Durinc the summer months, 
the Union Trust Company 
of Rochester, N. Y., is 
publishing a monthly re- 
view of business conditions, 
to take the place of its 
usual publication, The 
Pocketbook, which  sus- 
pends publication during 
the summer season. The 
Business Conditions, it is 
stated, is “a bulletin to 
provide uninterrupted  re- 
ports on business and fi- 
nance during the summer 
months.” It is in eight- 
page booklet form, with 
the last page made wider 
and folded over to form a 
flap. The address is put 
on the opposite side and an 
envelope is unnecessary. 
It is attractively printed in 
bright blue and black and 
lighter blue stock. 


Its characteristic style of 


attractive booklet, with 
bright colored cover, is 
used by the Westminster 
Bank Limited, of London, 


in connection with the dis- 


‘tribution of a fibre pocket 


bank which the bank has 
substituted for the older 
form of metal money box, 
for use by customers in 
swing small amounts of 
money, or for children. 
The booklet is called “The 
Saving Habit,” and con- 
ssts of several pages of 
interestingly written copy 
on Money saving. 


“Wat Your Bank Balance 
Means to You,” an article 
by Leopold A. Chambliss, 
assistant vice-president of 
the Fidelity Union Trust 
Company of Newark, N. 
J., has been reprinted from 
the Newark Sunday Call 
by the trust company. The 
booklet has been well 
gotten up, and _ two-color 
printing adds to its attrac- 
tiveness. 


“Last Year 700 Million 
Dollars of Life Insurance 
was placed in trust,” says 
the cover of a folder issued 
by the Minnesota Loan and 
Trust Company, Minne- 
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apolis, on the subject of 
life insurance trusts. “If 
you are one of the coun- 
try’s 29 million policy 
holders, ask us about this 
modern method of assuring 
regular income to your 
heirs.” 

These two sentences are 
printed in black on the 
white stock within a bor- 
der of black and rose. Al- 
most half the cover is filled 
with small silhouettes in 
rose, showing the people in 
all walks of life who are 
life insurance policy holders 
and thus interested in life 
insurance trusts. The copy 
within discusses on one page 


UNITING FOR GREATER SERVICE 


» Fy May twentieth two names that have made history in St. Louis finan- 


cial circles will join to create a new mame, @ union of the two, 


which will carry on with 
two. * On May twentiet! 


ter capacity the ideals and service of the 
the National Bank of Commerce and the 


Mercannle Trust Company will unite to continue their service as the 
Capresl Surplus ond Untmnded Prope 5/7 560008 
‘Tre greater bank will trace its line directly down from 1847, when the 
business 


&. Se Lows Bulking and Savings Associaton began. 


an the center of the 


— district, on Second Street. The year of 1872 found i, with name changed 


Now so iaseeunen obi ws experience and steals bor 
new in equipment and wdeas wll occupy the block tong bah 
ng at Baghth, Locust, Se Charles. so the onnter of the bra: 
new an! sbopparg dutrict A bank rong wn capstal ane 

Great on resources wail advance the tan sal potion 
of the Maddie West, and help St. Lous grow as « 
power wn national trance A bank diveratied 

‘wefuines wall serve the caty that Lelped © 

bask at whale se forerunners were help: (* 

ng wo build the cay eDerverrerd 


Now. anewer tothe ever rater 
demand 


A full page advertisement, 


the first of a series which 


accompanied the opening of the consolidated Mercantile- 


Commerce Bank and Trust Company in St. Louis. 


The 


“V™ layout was carried out throughout the campaign. 
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“The Modern Way to Pro- The folder is attractivey is intended to show you, 
vide for Your Family” ly designed and well printed. by means of a brief but 
and, on the other, “A Life comprehensive survey, how 
Insurance Trust Means Its departmental services the Baltimore Trust Com- 
Added Protection.” It also are the subject of a good pany can be of assistance 
suggests that the reader ask looking. booklet recently to you—as an_ individual, 
for a copy of the bank’s published by the Baltimore business house, corporation 
booklet, “Creating Trust Trust Company. A brief or institution. 

Funds,” which discusses introduction explains its 


“On succeeding pages are 
the subject more fully. purpose: “This booklet 


listed the departments under 
which the services are 
grouped. These depart 
ments are at your command 
through any one of the 
nineteen offices which the 
Baltimore Trust Company 
has established at convenient 
locations throughout _ the 
city. The officers of the 
company, the directors or 
the branch managers, all of 
whose names appear in the 


booklet, are always ready 
BS PSSST IONS to help you avail yourself 


FOR DEEN WES ESTATES of the advantages of an 


+ Be Sa To Mas Ya Wit, Ince aterm ye | association with the Balti 


— —- with the distnbunon provided by law when more Trust Company. 





placer fukn | One page is devoted to 
wn homemade wills. 

APPOINT a COMPETENT EXECUTOR A corporate executor each department, and the 
such as the National Park Bank 1s iy one wi as any assur. i e 
maa te Nana Pt ak i ony oe whch a yr double-page spread in the 


after until the work of executorship is finshed. Only a corpora 


an ban 6 comahsengeanian of ean ondiied etecde toe | center of the booklet con 
problems and minor details. 


Keep Your Witt in 4 SAFE PLACE Your safe deposit box or tains the addresses of the 
cman oe we Te sien mang company’s nineteen offices. 
Keer Your Wit Reviseo As childrer or grandchuldren are A map of Baltimore, show: 
aibaaghinte lean Piocant Mean | ing the main traffic arteries, 


adding a codicil to your will without going to the trouble of making 


an enteely new one railroad and harbor facil: 


Consioer THe Future Wevrare oF Your BENericianit 


ke to conserve your estate and keep 1 intact for the ities and the location of 
benefit of those whose future it 1s intended to protect. By naming 


: m 
the Nanonal Park Sank trustee under your will, your estate may the offices of the Baltimore 
——— a pernanent — of men trained for the purpose. P dd d \ 
Se httes abel Tees Trust Company is an adde 

principal paid co them at such tumes a3 you direct, thus protecting 


Ss laen grell cones toeautaans entvonernanen feature of the booklet. Two 
Yaa ane 1» tnd ote sapere man wh dip wea color printing and excellent 
m mind. Your action now may shape the future of your dependents. art work are combined with 


- : ke 
a good typography to ma 
Che National Park Bank an exceptionally attractive 
of New Jork 


ao |  poabler. 


216 BROADWAY 
Pack Aveone 0 stub Semmes emnemiians 
deren ot 2b Sone an Land Serer 


nN, The same company ha 
A New York bank offers six suggestions recently gotten out a folder 
in regard to will-making in a well laid showing the advancement ol 


out and interestingly written advertise- : Sa 
nna Baltimore. The copy 1 # 
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reprint of an editorial in 
the Manufacturers Record 
called “Baltimore Pushing 
to the Forefront.” The 
folder also contains the 
map in the booklet men: 
tioned above, which shows 
the trafic arteries, etc., of 
the city. 

On the front cover is 
reproduced a view of 
Baltimore's skyline, and the 
words, “Few Cities in 
America are Making Such 
Industrial Strides as Balti- 
more.” On the back cover 
is a small drawing of the 
Baltimore Trust Company's 
new home, and a list of its 


Services. 


THE June issue of Trade 
Winds, monthly publication 
of the Union Trust Com- 
pany of Cleveland, has for 
its cover one of the unusual 
photographs which charac- 
terize this publication. The 
frontispiece is another full- 
page distinctive photograph, 
and the articles contained 
in the magazine are pro- 
fusely and attractively  il- 
lustrated. Trade Winds 
is a “reflection of the cur- 
rent of business thought and 
achievement, emphasizing 
major trends, and dealing 
with all the many angles 
of the business machine 
without bias or restraint.” 
In the June number is 
a survey of general busi- 
ness conditions, a  discus- 
son of the rubber and tire 
outlook, and an article on 
the growth and significance 
of the voluntary chain, the 
alliance of independent 


Join 


your trade association 


Guided Through 
a Critical Period 


wat Nag bem in bus mens 


There are many good reasons why membership in 


your trade association is a distinct asset. 


Not the least 1s the information which x gathers for 
ws members. For business success, a man must look 
beyond the confines of his immediate problems and 


keep abreast of his whole industry. 


For the same reason, pick a bank which 1s in a 
Position to give you a cross secuon of developments 
in all other lines of commercial actwity. Out of it will 
come ideas that are applicable to your situation and 


will be worth a very great deal. 


Read the column at the right n 
our bestlet, “Equitable Service,” 


THE EQUITABLE 


TRUST COMPANY 


OF NEW YORK 
1) BROAD SIRLET 


Madison Avenue at 45th Street 247 Broadway 28th Street and Madison Avenue 


Hs MEXICO CITY 


Total resources more than $ 500,000,200 


A bank is compared to a trade association in its distri- 
bution of ideas and information to its clients in this 


advertisement of a New York trust company. 


The lay- 


out is that followed by the institution in all of its display 
advertising. 


merchants with each other 
and with wholesalers to- 
ward better and more 
profitable merchandising. 


AN invitation booklet was 
sent out by the Granite 
Trust Company of Quincy, 
Mass., on the occasion of 
the formal opening of its 
new bank and office build- 
ing. On the cover was a 
formally worded invitation 
and a drawing of the new 
building, which was further 
illustrated and _ described 
within. The frontispiece 
was a full-page portrait of 
Theophilus King, a director 
of the bank since 1877 and 
president since 1886, who 
has given to the Granite 
Trust Company at various 
times $850,000, or sub- 
stantially the cost of the 
building and the ground 
on which it is erected. 
Several pages of the 


booklet are devoted to 
statistics regarding the bank 
—its growth, etc., and lists 
of present and former ofh- 
cers and directors. 

The booklet is printed in 
black on excellent quality 
paper, coated stock being 
used for the inside pages, 
where half-tones are used, 
and rough paper serving for 
the cover. 


THE Northern Trust Com- 
pany of Chicago has pub- 
lished a booklet on the sub- 
ject “What Makes a Good 
Municipal Bond?” Nu- 
merous questions on the 
subject are asked and an- 
swered in the booklet. Two 
color printing is used, the 
questions being printed in 
red and the answers in 


black. 

The booklet was sent out 
with a letter which reads 
as follows: 
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HEAD OFFICE FIFTH © SPRING §$TREETS 


Haver You Funds in Other Cities? 


Ge YOU have recently come to Las Angeles and 


still have funds on deposit et Eastern points, 
NOW IS THE TIME to transfer your account to 
Los Angeles. 


§ Place your funds on deposit with this large, help- 
ful Bank, where your money will be quickly 
available in case of need. 


4 Bring your bank book to one of our 30 offices and 
let us arrange the transfer No loss of interest— 
no inconvenience 


RESOURCES $125.000.000 


CITIZENS National BANK 
CHES naan” was ANGELES 


A Los Angeles bank appeals to newcomers in 
its community in this simply written but effective 
advertisement. 


“When investing = in 
municipal bonds, you are 
safeguarded by the very na- 
ture of the investment. 
There are, however, cer- 
tain fundamental elements 
which determine the quality 
of bonds of this type and 
which should be considered 
when they are purchased. 

“We have found civic 
financing to be an_ inter- 
esting study, yet one on 
which little has been written. 
Because of this we have 
prepared the enclosed book- 
let, “What Makes a Good 
Municipal Bond?”  discus- 
sing in a non-technical way 
the important hases for 


judging municipal securities. 
“To further assist you 
we offer the experience 
gained from years of parti- 
cipation in a municipal 
business .of nation-wide 
character.” 

The letter is signed by 
a vice-president of the 
company. 


“BANKING Made Plain” 
is the title of an informa- 
tive booklet issued by the 
Franklin Trust Company of 
Philadelphia and devoted 
to brief and general infor- 
mation about the various 
phases of banking. The in- 
formation is divided under 


headings including checks 
deposits, notes, _indors. 
ments, drafts, bills of e. 
change, protest, banking by 
mail, bank don'ts, etc. A 
subject index is a valuable 


part of the forty-seven pag 
booklet. 


THE First National Bank in 
Detroit and the First Na 
tional Company of Detroit 
began with the May issue 
the publication of the Michi: 
gan Graphic, a monthly 
publication presenting in 
graphic form pertinent facts 


- regarding Michigan business 


and industrial conditions. 
According to the plan, each 
issue will contain charts 
showing the tendencies both 
in that state and nationally 
for Federal Reserve bank 
clearings, building conditions, 
automobile production, in 
dustrial power consumption, 
kilowatt-hours of electricity 
produced, employment pro 
duction, etc. There will 
also be in each issue an 
analysis of some important 
aspect of business in Michi 
gan. 

The May issue contains a 
discussion of automobile ex 
ports, giving a compilation 
of exports to representative 
foreign countries and what § 
percentage of the total dollar 
exports from the United 
States were passenger cals 
and trucks. 

The Michigan Graphic i 
edited by Felix Farrell, sta 
tistician of the First National 
Company of Detroit, with 
John Snodgrass assistant 
editor. 





HERE'S 
HOW--- 


—Build small unprofitable savings into profitable 
accounts 


—Revive dormant savings accounts 

—Establish a Real Estate Loan Department 
—Advertise for large construction loans 
—Advertise for small housing loans 

—Solicit correspondent bank accounts 

—Sell commercial banking to business men 
—Sell the checking account as a financial service 


—Inaugurate and announce the service charge on 
checking accounts 


—Meet trust objections in selling 

—Fit trust advertising into a general campaign 
—Analyze the trust department 

—Prepare institutional copy for investment houses 
—Develop sales promotion for investment houses 


—Coordinate sales, buying, advertising and sales 
promotion for investment houses 


to 


TO FIND OUT-—ATTEND THE 
Fourteenth Annual Convention 


FINANCIAL ADVERTISERS 
ASSOCIATION 


HOTEL BILTMORE 
OCTOBER 30 


NOVEMBER 2 
ATLANTA - GEORGIA 


ee ee 
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What Banks and Bankers 
Are Doing 


Georce L. Le BLANC, vice-president 
of the Equitable Trust Company of 
New York, in charge of the foreign 
banking department, has been elected 
president of the Interstate Trust Com- 
pany, to take the place of George S. 
Silzer, who has been elected chairman 


© sianx-stouer 
GerorceE L. Le BLAaNnc 


New president of the Interstate Trust 
Company of New York. 


of the board. Mr. Le Blanc begins his 
new duties August 1. 

Mr. Le Blanc, who is a prominent 
figure in the Wall Street banking fra- 
ternity, has been affliated with the 
banking field for approximately thirty 
years. His first entrance into the field 
was in 1900 with the foreign depart- 
ment of the American Express Company 
of which he was manager when he re- 
signed in 1914. In the latter year he 
joined the Equitable Trust Company 
and in 1916 was elected vice-president 
in charge of the foreign department. 
288 


In 1921, Mr. Le Blanc organized the 
Equitable Eastern Banking Corpora- 
tion and was elected president of this 
institution. 

Because of his knowledge of foreign 
banking and trade relations, Mr. Le 
Blanc was appointed a member of the 
first bankers committee organized after 
the outbreak of the world war for the 
purpose of making possible the lifting 
of the foreign moratorium and the re- 
sumption of trade and business rela- 
tions between the United States and 
foreign countries. 

In connection with these changes it 
was pointed out that the creation of 
the chairmanship of the board was 
necessitated by the rapid growth of 
the trust company and that Governor 
Silzer will continue active in the insti- 
tution, which now has assets exceeding 
$55,000,000. Isaac Alpern, executive 
vice-president, will continue as chair: 
man of the executive committee. 

Rudolph L. Epple has been elected 
vice-president of the Interstate Trust 
Company, and will be manager of the 
foreign department, which position he 
formerly held with the Equitable Trust 
Company. 
WILLIAM DiGNAN has been appointed 
assistant vice-president of the Liberty 
National Bank and Trust Company, 
New York, in charge of the bond and 
securities department. Mr. Dignan was 
formerly with Montgomery & Co. and 
the Belmont Trust Company of Phil- 
adelphia. 


J. Dasney Day, president of the Cit- 
izens National Trust and Savings Bank 
of Los Angeles, died recently of heart 
disease. He was 56 years old. Mr. 
Day was born at Ladonia, Tex., and in 
1907 organized the Traders State Bank 
of Dallas, of which he became cashier. 
For several years he held executive po 
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sitions in Texas banks and in 1920 be- 
came vice-president of the First National 
Bank of Los Angeles. He later became 
president of the Citizens National Bank 
of Los Angeles and its afhliated insti- 


J. Dasney Day 


President of the Citizens National 
Trust and Savings Bank, Los Angeles, 
who died recently. 


tution, the Citizens Trust & Savings 
Bank. On their consolidation last year 
Mr. Day was made president of the 
new organization, the Citizens Na- 
tional Trust and Savings Bank. 


Joun G. GALLAHER has been ap- 
pointed sales manager of the Banc- 
america-Blair Corporation for the Chi- 
cago and mid-west territory and Elmore 
Song has been appointed assistant sales 
manager. Both have been associated 
with the company and its predecessors 
for more than ten years. 


CHEsTeR A. Rupe, vice-president of 
the Citizens National Trust and Savings 
Bank, Los Angeles, has been chosen 
second vice-president of the Robert 
Morris Associates, national organiza- 
tion of financial credit executives. 


HERBERT D. Ivey, who has served more 
than a quarter of a century with the 
Citizens National Trust and Savings 
Bank, Los Angeles, has been elected 
president t succeed J. Dabney Day, 
who died recently. Mr. Ivey is an out- 
standing Los Angeles banker. He has 
actively sponsored the American Insti- 
tute of Banking and has served on ex- 
ecutive bodies of the Los Angeles 
Clearing House Association for a num- 
ber of years. He joined the bank as 
a messenger. 


© warceau 


W. E. RoBerts 


Who has joined the insurance trust 

department of the Equitable Trust 

Company of New York. He will 

serve as liaison officer between the 

Equitable’s insurance trust department 

and the life insurance underwriting 
profession. 


WiLuam A. B. Ditto, F. Rogers Par- 
kin and Cornelius J. Murray have been 
promoted from assistant vice-presidents 
to vice-presidents of the Seaboard Bank 
of New York. W. T. Decker has been 


appointed an assistant trust officer. 


Avex S. Cowilgr, junior vice-president 
in charge of foreign credits and accep- 
tance financing of the Citizens National 
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GROWS CLOSER 
to the REST of 
the COUNTRY 


AR MAIL and air passen- 

ger service, faster train 
service, improved transit 
service through the Federal 
Reserve System, a great 
movement of population 
here from all over the At- 
lantic and Middle Western 
States—all these have made 
Southern California closer, 
more familiar and more 
important to the rest of the 
United States. 


ECURITY - FIRST 
NATIONAL BANK. 
OF LOS ANGELES 


Resources over 600 million dollars 


The great regional bank of the 
southern part of California, 
with a Branch system in prin- 
cipal cities from Fresno and 
San Luis Obispo south to the 
Mexican boun ary. 


24-HOUR TRANSIT service with 
speeded-up communications over 
the bank’s system. 


The logical Southern California 
Banking Connection. 
3 


NEW YORK REPRESENTATIVE 
PAUL K. YOST, Vice President 
52 Wall Street, New York City 





Trust and Savings Bank, Los Angeles, 
has been elected vice-president. 


MILLER H. Pontius, in charge of. mid- 
dle western territory of G. L. Ohrstrom 
& Co., New York, has been elected a 
vice-president and director of that com- 
pany. Mr. Pontius was formerly con- 
nected with the National City Bank of 
New York and the Home Insurance 
Company in South America, and has 
been with G. L. Ohrstrom & Co. 
sice its organization. He was all- 
western end on the University of Mich- 
igan football team in 1912-13 and won 
all-American honors in 1913. After 


MILLER H. Pontius 


Newly elected vice-president and di 
rector of G. L. Ohrstrom & Co., Inc., 
New York. 


finishing his work at the University of 
Michigan, he coached football at the 
University of Michigan and the Uni 
versity of Tennessee. He served as an 
officer in the field artillery in the war. 


CHaRLES Cason has resigned as vice 
president of the Chemical Bank and 
Trust Company, New York, to become 
a partner in Charles V. Bob & Com 
pany, private bankers of New York. 


Stewart C. Pratt, since 1925 as 
sistant to the president of the Farmers 
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Loan and Trust Company, now the 
City Bank Farmers Trust Company, 
of New York, has been elected a vice- 
president of that institution. 


BANTON KLEIN, national bank ex- 
aminer in New York for the last eight 
years, has been elected an assistant 
vice-president of the National City 
Bank of New Rochelle, N. Y. 


EPHRAIM TOMLINSON, president of the 
Camden Safe Deposit & Trust Com- 
pany of Camden, N. J., has been 
elected president of ‘the bank formed 
by the merger of that institution and 
the Security Trust Company of the 
same city. 


Frep E. HAsLer has been elected presi- 
dent of the International Germanic 
Trust Company of New York to suc- 


Frep E. HAsLeR 


New president of the International 
Germanic Trust Company, New York. 


ceed Julian M. Gerard, who resigned 


to head the International Vitamins 
Corporation. Mr. Hasler was at one 
time a director of the Bank of Amer- 
ica, New York. 


Gardiner & Co. 
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PIERPONT V. Davis, vice-president of 
the National City Company of New 
York, has been elected president of the 
Bond Club of New York, to succeed 
Robert E. Christie, Jr., who had been 
head of the club for the Jast year. 
George M. Lindsay of the Bancamerica 


PierPont V. Davis 
Vice-president National City Com- 
pany, who has been elected president 


of the Bond Club of New York. 


Blair Corporation has been elected vice- 
president; Milton S. Harrison of Field, 
Glore & Co., secretary; and John W. 
Cutler of Edward B. Smith & Co., 
treasurer. 

Mr. Davis is a graduate of Yale 
and was for some years with Plymton, 
He joined the Na- 
tional City Company in 1917 and was 
elected a vice-president two years later. 


EQUITABLE TRUST APPOINTS 
NEW OFFICERS 


JoHN Y. Rossins, John J. Graeber, 
Jr., and Harold A. Rich have been ap- 
pointed vice-presidents and George M. 
Stoll an assistant vice-president of the 
Equitable Trust Company of New 
York. 
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UNION TRUST AWARDS 
SCHOLARSHIPS 


Five $1000 scholarships have been 
awarded to high school seniors by the 
Union Trust Company of Detroit as 
the outcome of its annual scholarship 
contest. The prizes are given each 
year to the students writing the five 
best essays on economic subjects. This 
year, the sixth in which the contest has 
been conducted, the chosen subject was 
“Aviation as a Business.” In addition 
to the $1000 scholarships in the ac- 
credited colleges or universities chosen 
by the winners, five first alternates 
will receive $100 each toward their 
college educations. 


COMMERCIAL CREDIT REPORTS 
RECORD EARNINGS 


CoMMERCIAL Credit Companies, Balti- 
more, report consolidated volume for 
the five months ended May 31 of 
$191,782,567, a record breaking vol- 
ume of business for that institution. 
The increase is the result, according to 
the company, of new contracts cover- 
ing the financing of automobiles, boats, 
labor saving machinery, Diesel engines, 
refrigerators, oil burners, radios, etc. 


CALIFORNIA BANKERS 
CONVENTION 


A SESSION held at the State Agricul- 
tural College, the program ‘for which 
was arranged by Dean Howard of the 
college and which included an _ ex- 
hibition of live stock, field demonstra- 
tions and an illustrated lecture, was a 
feature of the annual meeting of the 
California Bankers Association, held 
recently in Sacramento. 

Prior to the general sessions of the 
convention, the trust company depart- 
ment met, the morning meeting being 
devoted to business and the afternoon 
to addresses and discussion of trust 
problems. 

Speakers at the general sessions in- 
cluded Vincent K. Butler, Jr., counsel 


American Trust Company, San Fran- 
cisco; H. D. Ivey, vice-president Citi- 
zens National Trust and Savings Bank, 
Los Angeles; Fred G. Athearn, com- 
missioner of corporations of the State 
of California; H. S. McKee, president 
American Capital Corporation, Los 
Angeles; Paul Fletcher Cadman, of 
Leib, Keyston & Co., Los Angeles; 
and. James A. Bacigalupi, president 
Bank of Italy, San Francisco. 


WISCONSIN BANKERS’ NEW 
OFFICERS 


New officers of the Wisconsin Bank- 
ers Association, elected at the annual 
convention held in Milwaukee, are as 
follows: President, A. C. Kingston, 
vice-president Citizens National Bank, 
Stevens Point; vice-president, E. H. 
Cole, cashier Green County Bank, 
Brodhead; treasurer, L. W. Metzner, 
cashier Bank of Casco, Casco. Wall 


G. Coapman was re-elected secretary. 


UNION TRUST, DETROIT, HAS 
NEW VICE-PRESIDENTS 


THE board of directors of the Union 
Trust Company of Detroit has elected 
as vice-presidents Eugene L. Deacon, 
J. Monroe Roney, Lawrence J. Toomey, 
Morse D. Campbell, Alvin W. Bond 
and Eugene L. Miller. 


NEW BANK FOR CHICAGO 


THE Upper Avenue Bank, organized 
by a group of prominent Chicago 
bankers and business men, was opened 
early in July in the Palmolive Building, 
on upper Michigan avenue. The or 
ganization committee was headed by 
Roy C. Osgood, vice-president First 
Union Trust and Savings Bank, and 
he will serve as chairman of the board 
of directors. Eugene I. Burke, form 
erly vice-president and cashier Citizens 
State Bank of Champaign, Il. is 
president. 

The bank offers a broad range of 
banking services for a rapidly growing 








The Seward National Bank 
and ‘Trust Company 


OF NEW YORK 


An independent Bank offering a 
complete banking service under 
the direct supervision of its officers. 


Foreign 
Exchange 


Letters of Credit 
Travelers Checks 


Safe Deposit 
Vaults 


2 PARK AVENUE 


business and residential section. Its 
capital is $300,000 and surplus and re- 
serve $150,000. 


BANK VAULT INSPECTION’S 
NEW YORK OFFICE 


Tue Bank Vault Inspection Company 
of Philadelphia, maker of the Yeo 
Rotary Night Depository for banks, 
has opened a branch office at 175 Fifth 
avenue, New York City, with E. S. 
King as manager. J. Herbert Rooke is 
associated with Mr. King. 

The location will make possible bet- 
ter service to customers and prospects 
and will take care of the increased 
night depository business in the New 
York territory, according to the com- 
pany. 


ELMIRA, N. Y., BANKS MERGE 


PLans have been made for the con- 
solidation of the Second National Bank 
with the Merchants National Bank & 
Trust Company of Elmira, N. Y. The 


new bank will have resources of more 
than $18,000,000. S. G. H. Turner, 
president Second National, will be 
chairman of the board, and Herman 
H. Griswold, president Merchants Na- 
tional, will be president. 


W. J. WALLER HEADS DISTRICT 
i OF COLUMBIA BANKERS 


THE District of Columbia Bankers As- 
sociation, at its annual meeting held at 
Montauk Point, Long Island, recently, 
elected Wilmer J. Waller, vice-president 
of the Federal-American National 
Bank of Washington, D. C., as presi- 
dent for the coming year. He suc- 
ceeds Robert V. Fleming, president of 
the Riggs National Bank of Washing- 
ton. Lanier P. McLachlen, president 
McLachlen Banking Corporation, was 
elected first vice-president; Edward J. 
McQuade, vice-president Liberty Na- 
tional Bank, second vice-president; C. 
H. Pope, secretary; Albert S. Gatley, 
treasurer; and Frank J. Hogan, counsel. 
Among the speakers at the convention 
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EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 
New York City 


Forty-Two Broadway, 


were John Poole, president Federal- 
American National Bank, and Rome 
C. Stephenson, second vice-president 
American Bankers Association. 


INTERSTATE AND CENTURY, 
NEW YORK, TO MERGE 


STOCKHOLDERS of the Interstate Trust 
Company and the Century Bank, of 
New York, have approved plans for 
the merger of the two institutions un- 
der the name of the former. The 
merger will give the Interstate capital 
and surplus of more than $10,000,000 
and three new branches, giving it a 
total of eleven offices in addition to its 
headquarters at 37 Wall street. 

James J. Kennedy, president of the 
Century, will become a vice-president 
of the Interstate and a member of the 
board of directors. The other directors 
of the Century will be added to the 
directorate of the Interstate. 

Both banks are increasing their cap- 
ital prior to the merger and stock will 
be exchanged on a share-for-share basis. 


CONTINENTAL STOCKHOLDERS 
APPROVE EXPANSION 


STOCKHOLDERS of the Continental Bank 
of New York have approved plans for 
increasing the bank’s capital and its 
security affiliate to $20,000,000 and 
establishing the institution as the 
“brokers’ bank” through the addition 
of $13,500,000 of new money sub- 
scribed by more than four hundred 
Stock Exchange and Curb Exchange 
houses. 
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The. plan calls for’ an increase in 
capital shares from 200,000 to 600,000 
of $10 par value. Of the increased 
amount 100,000 shares are being issued 
to stockholders as a dividend and 300, 
000 shares will be sold to the group of 
brokers. Shares of the Continental 
Corporation, the security affiliate, are 
to be increased from 200,000 to 600,- 
000 shares of $5 par value. 


NORTH CAROLINA BANKERS 
HOLD CONVENTION 


Davip LAWRENCE, internationally 
known political writer of Washington, 
D. C.; Francis H. Sisson, vice-president 
Guaranty Trust Company of New 
York; Governor O. Max Gardner; A. 
J. Maxwell, commissioner of internal 
revenue; and Haynes McFadden, editor 
of the Southern Banker, were speakers 
at the annual convention of the North 
Carolina Bankers Association, held in 
Asheville recently. 


MINNESOTA BANKERS ELECT 
OFFICERS 


THE Minnesota Bankers Association, 
at its annual convention held in Min- 
neapolis, elected the following officers 
for the coming year: President, R. W. 
Putnam, Security Bank & Trust Co., 
of Red Wing; vice-president, C. B. 
Brombach, assistant cashier First Na- 
tional Bank of Minneapolis; treasuret 
T. A. Perkins, First National Bank of 
Windam. 

Addresses were given by Roy A 
Young, governor of the Federal Re 
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WILLIAM J. WASON, JRB., Vice-President 
HOWARD D. JOOST, Vice-President 
J. NORMAN CARPENTER, Vice-President 


ACCOUNTS INVITED 


ence 


serve Board; Craig B. Hazlewood, presi- 
dent American Bankers Association; 
Dr. Donald J. Cowling, president 
Carleton College; and C. F. Schwenker, 


commissioner of banks, Wisconsin. 


BANK OF MANHATTAN 
ASSAY OFFICE SITE 


BUYS 


THE Forty Wall Street Corporation, 
representing the Bank of the Man- 
hattan Company interests, New York, 
was high bidder for the site of the 
United States Assay Office at 30 Wall 
street at a sale conducted by the 
Treasury Department. The sale price 
was $6,501,000. 


INVESTMENT TRUST BOARD 
REORGANIZED 


THE board of directors of the Amer- 
ican and Continental Corporation has 
been reorganized and officers elected, 
coincident with payment by the Amer- 
ican Founders Corporation for a half- 
interest in the junior equity shares. 
Paul M. Warburg, chairman of the 
International Acceptance Bank, Inc., 
New York, remains as chairman of the 
board and F. Abbot Goodhue, presi- 
dent of the International Acceptance 
Bank, will be vice-chairman. Louis 
H. Seagrave, president of American 
Founders Corporation, was elected 
president. 

The hoard of directors will consist 
of Frank L. Dame, George E. Deven- 
dorf, Marshall Field, E. Stanley Glines, 
F. Abbot Goodhue, E. Carleton Gran- 
bery, Edwin Gruhl, Erwin Rankin, 


INTEREST ALLOWED ON 


Kings County Trust Company 
City of New York, Borough of Brooklyn 
Capital $500,000 Surplus $5,500,000 Undivided Profits $601,000 


JULIAN P. FAIRCHILD, President 


THOMAS BLAKE, Secretary 
ALBERT I. TABOR, Assistant Secretary 
CLARENCE E. TOBIAS, Assistant Secretary 


ALBERT E. ECKERSON Auditor 


DEPOSITS 


0A 


Louis H. Seagrave, Dr. Ernst Spiegel- 
berg, James P. Warburg, Paul M. 
Warburg, Don C. Wheaton. 

The officers of the corporation, in 
addition to Mr. Seagrave, are Frank 
L. Dame, E. Stanley Glines, Erwin 
Rankin, G. B. Blaine and Hugh 
Knowlton, vice-presidents; W. _ T. 
Sheehan, secretary and treasurer; Law- 
rence R. Carron, assistant treasurer, 
and Stacy V. Jones, assistant secretary. 


WASHINGTON BANKERS MEET 


R. R. Mattison, vice-president Na- 
tional Bank of Tacoma, was elected 
president of the Washington Bankers 
Association at its annual meeting held 
in Spokane. He succeeds W. T. 
Triplett, vice-president of the Spokane 
& Eastern Trust Company. 

Optimistic reports about 
conditions in the Pacific Northwest 
characterized the meeting. William 
T. Foster, of the Pollack Foundation 
for Economic Research at Newton, 
Mass., was a guest speaker. 


financial 


BROADWAY NATIONAL OPENS 
IN NEW YORK 


FORMAL opening of the Broadway Na- 
tional Bank and Trust Company of 
New York, located at Fifth avenue 
and 29th street, was held June 25-27. 
The bank has a apital of $2,000,000 
and a surplus of $1,000,000. David 
A. Brown is chairman of the board, 
S. Sargeant Volck, president; Leonard 
L. Rothstein and John S. Everts, vice- 
presidents; William C. Thompson, 
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cashier; and Edward B. Doherty, as- 
sistant cashier. 


EARNINGS OF STRAUS NA- 
TIONAL, CHICAGO 


EARNINGS of the Straus National Bank 
and Trust Company of Chicago for the 
first eleven months of operation were 
$203,092. Initial deposits of $2,085,- 
348 have grown to more than $14,- 
000,000. The bank celebrated its first 
anniversary on June 27. It opened 
with a capital of $1,000,000 and a 
surplus of $250,000. 


So BLANK-STLOLER 

SAMUEL H. GoLpING 
Chairman of the board of the Sterling 
National Bank & Trust Company, 
New York, which received deposits 
of more than $11,000,000 on its open- 
ing day and is continuing this record 

with a rapid growth. 


IOWA BANKERS MEET IN 
DES MOINES 


BANK administration and operation and 
trust functions were the subjects dis- 
cussed at the annual convention of the 
Iowa Bankers Association, which was 
held in Des Moines recently. Speakers 
included Irving J. Green, chairman 


banking analysis committee, Daven- 


port; Craig B. Hazlewood, president 
American Bankers Association; A. ]. 
Viegel, state superintendent of bank- 
ing for Minnesota; George J. Schaller, 
president Citizens First National Bank 
of Storm Lake; S. L. Cantley, state 
superintendent of banking for Missouri: 
L. A. Andrew, state superintendent of 
banking for Iowa; Dr. Gus W. Dyer, 
professor of political economy at Van- 
derbilt University, Nashville, Tenn.; 
and Henry F. Ashurst, United States 
senator from Arizona. 


MICHIGAN BANKERS MEET 


Rome C. STEPHENSON, second vice: 
president American Bankers Associa- 
tion, was a leading speaker at the an- 
nual convention of the Michigan Bank- 
ers Association, held at Charlevoix re- 
cently. Other speakers included John 
L. Lovett of Detroit, general manager 
of the Michigan Manufacturers’ Asso- 
ciation; R. E. Reichert, state bank 
commissioner; George D. Baily, resident 
manager at Detroit for Ernst & Ernst. 
Gilbert L. Daane, president of the 
Grand Rapids Savings Bank, was 
elected president to succeed Walter L. 
Dunham, president Detroit Savings 
Bank. 


CLEVELAND TRUST NEW 
BRANCH 


THE fifty-fourth banking office of the 
Cleveland Trust Company will be 
opened this fall in the Medical Arts 
Building of the Van Sweringen Ter: 
minal Tower Group. The interior of 
the bank will be almost entirely lack- 
ing in the traditional bronze and 
marble, and will have somewhat the 
character of a living room. The lobby 
will be paneled in English oak and 
there will be a large fireplace at one 
end. A smaller fireplace will be part 
of the decorative scheme of the safe 
deposit lobby. In the safe deposit de- 
partment the coupon rooms have been 
built into the walls like bookcases. 
The manager's quarters will have no 
railing and will be easy of access. 





Established 1837 


ADRIAN H. MULLER & SON 


19 LIBERTY STREET, NEW YORK 


(Adjoining Federal Reserve Bank) 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 


The bank interior was designed by 
Alfred G. Hall and it is expected that 
the new quarters will be ready about 
September 15. 

William S. Goff, assistant treasurer, 
will be manager of the new branch. 


COLORADO BANKERS ASSOCIA- 
TION MEETS 


THE Colorado Bankers Association 
held its annual meeting recently in 
Colorado Springs. Speakers included 
Eugene P. Gum, secretary of the Okla- 
homa Bankers: Association, who dis- 
cussed “Bank Banditry and Its Con- 
tribution to the Crime Wave”; Dan 
V. Stephens, president First Nebraska 
Regional Clearing House Association, 
Fremont, Neb., who spoke on “The 
Banking System of Tomorrow”; Dr. 
B. M. Hastall, executive vice-president 
of the Colorado Association, whose ad- 
dress was on “Organizing Progress for 
Colorado”; and M. L. McClure, chair- 
man board of directors Federal Re- 


serve Bank of Kansas City, whose sub- ’ 


ject was “The Federal Reserve System 
After Fourteen Years of Service.” 


FINANCIAL LIBRARIANS 
ELECT OFFICERS 


THE Financial Group of the National 
Libraries Association has elected the fol- 
lowing officers: Chairman, Miss Cud- 
tun Moe, librarian Bankers Trust Com- 
pany of New York City; vice-chairman, 
Miss Laura Gage, librarian Central 
Trust Company of Chicago; secretary, 
Miss Margaret Cochrane, librarian Chase 
National Bank, New York City. Miss 


Margaret Cochrane, librarian of the 
First Wisconsin National Bank, Mil- 
waukee, has been elected a vice-president 
of the National Association. 


UNION PLANTERS UNDER 
NEW CHARTER 


THE Union Planters National Bank & 
Trust Co., of Memphis, Tenn., on July 
10 began operating under its new na- 
tional charter, rounding out a program 
of broader banking facilities for Mem- 
phis begun last January when the Union 
& Planters and the Manhattan Savings 
Bank and Trust Company came under 
joint management. Under the new 
charter the Union Planters National is 
the largest bank in Tennessee. With its 
invested capital of $8,750,000 it is said 
to be the second most highly capitalized 
national bank in the South, and with its 
associate, the Manhattan Savings Bank 
and Trust Company, it has combined 
capital funds of $11,200,000, the second 
largest banking group in the South in 
point of capital assets. 


CHASE MAKES RECORD FOR 
BANK CLEARINGS 


THE largest volume of exchanges ever 
cleared by an individual bank in the 
history of the New York Clearing House 
was recorded by the Chase National 
Bank on July 2, with a turnover of 
$815,352,462 — approximately 30 per 
cent. of the day’s total clearings of $2,- 
922,000,000. New high records were 
established by the Chase both in the 
amount brought to the clearing house 
and the amount received. Its credits 
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were $404,582,537 and its debits aggre- 
gated $410,769,924. 


INTERNATIONAL ACCEPTANCE 
ELECTIONS 


THE International Acceptance Bank, 
Inc., New York, has announced the elec- 
tion of Benjamin Strong, Jr., as assist- 
ant vice-president; and John C. Becker, 
R. T. Giblin, J. J. Moran, James D. 
MacDouall, Alfred J. Moutrie and J. 


Phelps Wood as assistant treasurers. 


te) BLANK-STOLLER 


Percy H. JOHNSTON 


President the Chemical Bank and 

Trust Company, New York, the in- 

stitution resulting from the merger of 

the Chemical National Bank and the 

United States Mortgage and Trust 

Company, which went into effect 
recently. 


ST. LOUIS MERGER 
COMPLETED 


THE new Mississippi Valley Merchants 
State Trust Company of St. Louis, a 
merger of the Mississippi Valley Trust 
Company, Merchants Laclede National 
Bank and State National Bank, opened 


for business on July 1. Its capital, sur- 
plus and undivided profits are $9,600, 
000 and combined resources more than 
eighty million dollars. 

Edward B. Pryor is chairman of the 
board; A. L. Shapleigh, chairman of the 
executive committee; J. Sheppard Smith, 
president; Hord Hardin, W. J. Bram- 
man and A. O. Wilson, senior vice- 
presidents. 


GUARANTY APPOINTMENTS 


THE executive committee of the board 
of the Guaranty Company, New York, 
has appointed J. D. Harrison, F. L. 
Moore and F. P. Shepard as vice-presi- 
dents and F. C. Van Cleef as second 


vice-president. 


BOARDS APPROVE SEABOARD- 
EQUITABLE MERGER 


AN agreement for the merger of the 


Seaboard Bank of New York into 


the Equitable Trust Company has been 


approved by the boards of the two in- 
stitutions. 

The actual consolidaticn of the two 
banks will not take place until about 
September 16. The name of the re- 
sulting institution will be the Equitable 
Trust Company of New York. 

The following statement in connec’ 
tion with this announcement has been 
issued by Chellis A. Austin, president 
of the Seaboard Bank, who is to become 
president of the consolidated company: 

“It has been decided to adopt the 
name of the Equitable Trust Company 
of New York for the merged institution. 
This decision was arrived at after care’ 
ful thought and was based primarily 
on the desire of our directors to simplify 
the corporate title and to avoid the very 
considerable expense that would be in 
volved in changing to a_ hyphenated 
name. 

“After reviewing all the factors im 
volved in transferring the Seaboard’s 
main offices to the Equitable Trust Com: 
pany building at 11 Broad street, we de’ 
termined it would take until about Sep: 
tember 16 for adequate preparations to 
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be made. At that time we will be 
ready to commence operations with our 
various departments consolidated and 
with the combined official staffs located 
in quarters now being prepared at the 
Equitable Trust building. 

“A persistent rumor has been in cir- 
culation for some time past that a further 
merger of the combined Equitable and 
Seaboard banks is contemplated with an- 
other large bank in this city. I take 
this opportunity to state that there is 
abosolutely no foundation for that ru- 
mor. 


INTERNATIONAL GERMANIC TO 
TAKE OVER CITY TRUST 


STOCKHOLDERS of 
Germanic Trust 


the International 
Company of New 
York have voted to take over the 
Mutual Trust Company, the com- 
pany organized by New York bankers 
to take over the defunct City Trust 
Company. Under the merger plans, 
the International Germanic will match 


its capital funds of $6,000,000 with 
the $6,000,000 cash raised and paid 
in by Mutual Trust stockholders as 
their guarantee of the City Trust's de- 


posit liabilities. Thus International Ger- 
manic after the merger will have $12,- 
000,000 capital funds. Prior to the 
merger International Germanic will split 
its shares to $20 par. Then for its half 
part in the merger it will exchange one 
present $100 par share for two $20 par 


The South Carolina 


National Bank 
Charleston, S. C. 


Greenville, S.C. - Columbia, S. C. 


Consolidation of 
Bank of Charleston, N. B. A. 
Charleston, 8. C. 
Norwood Nat. Bank Carolina Nat. Bank 
Greenville, S. C. Columbia, 8. C. 


Capital $ 1,100,000.00 
Surplus 800,000.00 
Resources 30,000,000.00 


shares, receiving therefor $1,600,000 
capital stock in the merged institution, 
while the remainder of its $6,000,000 
capital funds will go to surplus and 
reserve. 

Mutual Trust stockholders will receive 
$1,600,000 in the International Ger- 
manic $20 par stock and commit the 
rest of their $6,000,000 capital funds 
to surplus and reserve. Thus the en- 
larged bank will have capital of $3,- 
200.000 represented by 160,000 shares 
of $20 par value, and $8,800,000 sur- 
plus and reserve. 

The main office and four branches of 
the City Trust will become branches of 
the International Germanic. 

The stock of International Germanic 
which will be owned by the Mutual 
Trust is to be held in trust to guarantee 
that losses exceeding $125,000 will be 
made good by Mutual Trust. 





TAPE READERS PUZZLED. 


“Buyers’ 30” Sends Them to Text- 
books—Record: Rare on Ticker. ve 
Many of the younger men in Wall! . 

Street were surprised yesterday | 

afternoon when “‘buyers’ 30" ap- 

peared on the ticker tape, and there 
was a scramble for textbooks with 
which to solve the puzzle. The} 
phrese appeared in connection with 
a sale of a 30-day option of 2,000 
shares of Briggs Body at 62%. 


$ 


PUZZLES 


Like the Above are all Solved 
in the 


Encyclopedia 
of 


Banking 


and 


Finance 


T describés more than 3000 terms 

relating to money, credit, banking 
practice and history, law, accounting 
and organization, foreign exchange, 
trusts, investments, speculation, mar- 
kets and brokerage ; and includes the 
text of such important legislation as 
the McFadden Act, Federal Reserve 
Act, Federal Farm Loan Act, National 


Bankruptcy Act, etc. 


The information is alphabetically ar- 
ranged, and a bibliography is given 
with each important topic, referring 
the reader to various sources from 
which he can obtain more detailed in- 
formation. 


The Encyclopedia is indispensable to 
the bank executive. 


Price $10.00 


Sent on approval to any bank 
or banker 


Bankers Publishing Co. 
71 Murray Street 
New York 


Statement of the ownership, management, cir- 
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published monthly at Boston, Mass., for April 
1, 1929. 
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that the following is, to the best of his knowl- 
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My Commission expires March 
30, 1930. 





Mid-Year Bank Statements 


York passed the two billion dollar 
mark in its statement of June 29, 
the first issued since its union with the 
Farmers’ Loan and Trust Company. 
The statement reveals the National City 
as the largest bank this country has ever 
known and, from the standpoint of re- 
sources, the third largest in the world. 
Total resources, according to the 
statement, are $2,062,400,220; capital 
is $110,000,000, surplus $110,000,000, 
undivided profits are $15,260,406 and 
deposits $1,470,891,893. With the 
addition of $110,000,000 capital and 
surplus of the National City Company 
and the $20,000,000 capital of the City 
Bank Farmers Trust Company, the com- 
bined institution has capital funds ex- 
ceeding $365,000,000, by far the largest 
of any bank in this country. 

The statement of the City Bank 
Farmers Trust Company, formerly the 
Farmers’ Loan and Trust Company, 
shows capital and surplus of $10,000,000 
each, deposits of $36,918,859 and total 
resources of $57,825,672. 


Tv National City Bank of New 


CHASE NATIONAL BANK 

The Chase National Bank of New 
York, in its June 29 statement, reported 
capital of $61,000,000, surplus of $61,- 
000,000, undivided profits of $20,851,- 
142, deposits of $827,322,943 and total 
resources of $1,116,404,751. This does 
not include the capital, surplus and 
undivided profits of the Chase Securities 
Corporation, which total $42,001,850. 


GUARANTY TRUST COMPANY 


The Guaranty Trust Company of 
New York, whose merger with the Na- 
tional Bank of Commerce was completed 
only a few months ago, reported as of 
June 29 capital of $70,000,000, surplus 
of $90,000,000, undivided profits of 
$26,418,067, deposits of $1,041,909,263 
and total resources of $1,556,010,960. 
An increase in capital of $100,000,000 


which was authorized by stockholders on 
June 24 is not shown in the statement; 
it is expected to increase the capital 
funds to more than $286,000,000. 


NATIONAL PARK BANK 


The National Park Bank of New 
York, which is expected to merge with 
the Chase, reports in its statement as 
of June 29 capital of $15,000,000, sur- 
plus and undivided profits of $24,500,- 
805, deposits of $180,838,816 and total 
resources of $265,653,301. 


CENTRAL HANOVER 


The Central Hanover Bank and Trust 
Company of New York, the result of 
another recent merger, reported capital 
of $21,000,000, surplus of $60,000,000, 
undivided profits of $19,153,269, de- 
posits of $463,586,558 and total re- 
sources of $603,900,542. 


IRVING TRUST COMPANY 


The Irving Trust Company of New 
York, as of the June 29 statement, re- 
ported capital of $50,000,000, surplus 
and undivided profits of $81,396,734, 
deposits of $540,868,788 and total re- 
sources of $742,932,095. This is a 
substantial increase since the March 22 
statement, when capital was $40,000,- 
000, surplus and undivided profits 
$55,037,781, deposits $480,025,300 and 
total resources $658,235,481. 


MANUFACTURERS TRUST 


Total resources of the Manufacturers 
Trust Company of New York as of July 
1 were $492,854,251, as compared with 
$486,081,716 for the April 1 statement. 
Capital remained at $27,500,000, sur- 
plus and undivided profits increased 
more than a million dollars to $56,675,- 
886, while deposits showed a growth of 
more than twenty millions to a total of 
$376,243,675. 

301 





THE BANKERS MAGAZINE 


CONTINENTAL ILLINOIS 


The Continental Illinois Bank and 
Trust Company of Chicago reported 
capital of $75,000,000, surplus of $65,- 
000,000, undivided profits of $1,594,443, 
deposits of $842,267,017 and total re- 
sources of $1,087,002,812. Capital of 
the Continental Illinois Company, se- 
curities affiliate, is $20,000,000. 


FIRST NATIONAL OF BOSTON 


The June 29 statement of the First 
National Bank of Boston reported capi- 
tal of $25,000,000 and surplus and 
profits of $25,997,105. The apparent 
decrease in this latter figure from the 
previous statement is offset by the segre- 
gation of $7,500,000 of First National 
Corporation on May 16. Deposits of 
the First National were $328,995,520 
and total resources $468,791,731. 


EQUITABLE TRUST COMPANY 


A growth in total resources of more 
than thirty-six million since its state- 
ment of March 22 is shown in the June 
29 statement of the Equitable Trust 
Company of New York. Resources on 
the latter date were $589,980,680 as 
compared with $553,312,677 in March. 
The company reported capital of $30,- 
000,000, surplus and undivided profits 
of $28,801,888 and deposits of $460,- 
588,331. 


FIRST NATIONAL, NEW YORK 


The First National Bank of New 
York’s June 29 statement showed capital 
of $10,000,000, surplus of $90,000,000, 
undivided profits of $7,773,175, deposits 
of $340,917,064 and total resources of 
$457,953,767. The statement indicated 
record earnings for shareholders, the 
combined payments of the bank ar J 
First Security Corporation totaling $20 
185,000 or at the rate of $201.85 for 
the twelve-month period preceding. This 
exceeds shareholders’ earnings of $198.85 
indicated for the year ended December 
31, 1928, and is much beyond the total 


of $168.29 per share reported for the 
year ended June 30, 1928. 


FIRST NATIONAL BANK, CHICAGO 


The June 29 statement of the First 
National Bank of Chicago showed capi- 
tal of $25,000,000, surplus of $25,000,- 
000, deposits of $366,833,381 and total 
resources of $455,172,438. This is an in- 
crease of approximately nineteen million 
dollars in total resources since the March 
27 statement, the first issued after the 
consolidation of the Union Trust Com- 
pany with the First National. 

The First Union Trust and Savings 
Bank showed capital of $7,500,000, sur- 
plus of the same amount, deposits of 
$124,705,982 and total resources of 
$150,184,837. 


CHEMICAL BANK AND TRUST 


The July 1 statement of the Chemical 
Bank and Trust Company of New York 
was the first of that institution, which 


is a merger of the former Chemical 
National Bank and the United States 
Mortgage & Trust Company. Capital 
was listed at $15,000,000, surplus at 
$15,000,000, undivided profits at $6, 
003,427, deposits at $283,968,637 and 
total assets at $354,940,354. 


BANK OF AMERICA 


The Bank of America, New York, 
in its July 1 statement of condition, 
shows an increase in resources over the 
March 27 statement of approximately 
one hundred thirty million dollars, an 
increase which is partially accounted for 
by the acquisition of several smaller in- 
stitutions. Bank of America now has 
assets of $514,392,833. Its capital is 
$35,775,300, surplus $35,500,000 and 
deposits $395,314,076. 


PHILADELPHIA NATIONAL 


Increased deposits of twenty-four 
million over the March 27 statement are 
shown in the June 29 statement of the 
Philadelphia National Bank. Total re’ 
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sources show an increase of fourteen 
million over the figure of the previous 
statement. The recent statement gives 
capital of the bank as $14,000,000, sur- 
plus and net profits as $38,927,205, de- 
posits as $265,698,491 and total re- 
sources as $358,341,190. 


BANKERS TRUST COMPANY 


Capital of $25,000,000, surplus of 
$50,000,000 and undivided profits of 
$29,638,531 make a total of $104,638,- 
531 in the June 29 statement of the 
Bankers Trust Company of New York. 
Deposits are $541,895,333, more than 
forty million over the March 22 deposits, 
and total resources are $699,339,620, in 
comparison with $658,614,903 reported 
on March 22. 


BANK OF ITALY 


New records, one of which is a $39,- 
000,000 gain in deposits during the last 
twelve months, were reported in the cur- 
rent statement of the Bank of Italy, 
San Francisco, for the first half of 1929. 
This increase is considered more re- 
markable in view of the fact that Federal 
Reserve officials had predicted that 
member banks in the twelfth district 
would show a loss in deposits of some- 
thing like one hundred million dollars. 

Aggregate resources of the bank are 
$851,000,000, more than $45,000,000 
above the total a year ago. The num: 
ber of depositors has grown from 1,’ 
347,000 to 1,490,013 since June last 
year and invested capital of $106,000,- 
000 is $2,000,000 over the six months’ 
statement of 1928. Combined deposits 
are $705,000,000. 


FIRST NATIONAL, DETROIT 


The First National Bank in Detroit, 
in its June 29 statement, shows an in- 
crease of four million dollars in deposits 
during the last half year, the total hav- 
Ing reached $154,152,777. Capital of 
the bank is $7,500,000, surplus $9,500,- 
000, undivided profits $3,103,488 and 
total resources $181,979,866. 


BANK OF MANHATTAN 


The July 1 statement of condition 
of the Bank of the Manhattan Company, 
New York, shows capital of $22,250,- 
000, surplus of $30,000,000, undivided 
profits of $13,210,812, deposits of $519,- 
405,202 and total resources of $675,- 
852,777. Deposits have increased fifty- 


four million since the statement of De- 
cember 31. 

The International Acceptance Bank, 
Inc., of New York, an affiliate, in its 
report of the same date, shows capital 
and surplus of $13,750,000 and total 
resources of $127,311,596. 


UNITED STATES TRUST 


United States Trust Company of New 
York, in its July 1 statement, reported 
capital of $2,000,000, surplus of $20,- 
000,000, undivided profits of $3,906,- 
462, deposits of $57,284,309 and total 
resources of $85,156,802. 


SECURITY-FIRST NATIONAL 


The first official statement since the 
consolidation of the Los Angeles-First 
National Trust & Savings Bank and the 
Security Trust and Savings Bank into 
the Security-First National Bank of Los 
Angeles is that of June 29. It reports 
capital of $30,000,000, surplus of $15,- 
000,000, undivided profits of $5,310,581, 
deposits of $545,546,664 and total re- 
sources of $615,067,161. 


BANK OF NEW YORK & TRUST 


June 29 statement of the Bank of 
New York & Trust Co., New York, 
shows capital of $6,000,000, surplus and 
undivided profits of $13,828,910, de- 
posits of $80,194,140 and resources of 
$116,840,437. 


COMMERCIAL NATIONAL 


A remarkable growth for a new in- 
stitution is shown in the June 29 state- 
ment of the Commercial National Bank 
and Trust Company of New York. Its 
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first statement, in March, showed de- 
posits of $59,534,950 and resources of 
$76,753,190, although the bank was es- 
tablished only early this year. In the 
June 29 statement deposits have in- 
creased to $76,589,035 and resources to 
$97,970,489. Capital of the bank is $7,- 
000,000 and surplus and undivided 
profits $7,886,351. 


FIRST NATIONAL IN ST. LOUIS 


Resources of $180,121,591, deposits 
of $154,640,621, surplus and profits of 
$8,943,290 and capital of $11,000,000 
are reported by the First National Bank 
in St. Louis in its June 29 statement. 


FIDELITY UNION, NEWARK 


Deposits of the Fidelity Union Trust 
Company of Newark, N. J., have in- 
creased approximately three million dol- 
lars since the March 27 statement. The 
June 29 statement records them as $128,- 


526,871. The bank’s capital. is $6,000, 
000, surplus and undivided profits $8,- 
147,806 and total resources $150,932,- 
771. ; 


FIRST WISCONSIN NATIONAL 


The June 29 statement of the First 
Wisconsin National Bank, Milwaukee, 
reported capital of $10,000,000, surplus 
of $6,000,000, undivided profits of $2,- 
304,857, deposits of $138,321,869 and 
total resources of $1'72,726,055. This 
does not include statements of the bank’s 
various afhliates which comprise the 
First Wisconsin Group. 


HIBERNIA BANK, NEW ORLEANS 


The semi-annual statement of the Hi- 
bernia Bank & Trust Company of New 
Orleans, as of June 30, 1929, shows to: 
tal resources of $62,700,000 as compared 
with $54,600,000 a year ago. Deposits 
this year were $50,200,000, an increase 
from $48,200,000 as of June 30, 1928. 
The capital account, including surplus, 
undivided profits and reserves, totals $6,- 
520,000 while the amount last year was 
$4,940,000. 


FRENCH AMERICAN BANKING 
CORPORATION 


The June 30 statement of condition 
of the French American Banking Cor- 
poration, New York City, showed capi- 
tal of $2,000,000, surplus of $3,250, 
000, deposits of $87,510,535 and re 
sources of $113,935,510. The stock of 
the company is entirely owned by the 
Comptoir National D’Escompte de Paris, 
the Guaranty Trust Company of New 
York and the First National Bank of 
Boston. 


EMPIRE TRUST COMPANY 


Deposits of the Empire Trust Com: 
pany, New York, increased more than 
six million dollars to a total of $80, 
386,786 from March 22, according to 
statement of condition as of June 29. 
Resources also showed growth, increas 
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ing from $89,494,698 to $96,164,146. 
The bank has capital of $6,000,000 and 
surplus and undivided profits of $9,194,- 
784. 


NEW YORK TITLE AND MORTGAGE 


Capital of the New York Title and 
Mortgage Company as of June 30 was 
$20,000,000, surplus $30,000,000, un- 
divided profits $12,893,087 and resources 
$68,933,763. 


PUBLIC NATIONAL 


Resources of the Public National 
Bank, New York, have increased more 
than seven million dollars over the March 
27 statement and the new total, as of 
June 29, is $170,361,843. The bank 
has also increased its capital since the 
last statement and the recent statement 
shows capital of $8,250,000, surplus of 
$12,650,000 and undivided profits of 
$2,771,515. Deposits of the bank are 
$128,308,377. 


J. HENRY SCHRODER 


Statement of the J. Henry Schroder 
Banking Corporation, New York, for 
June 29 shows capital of $5,000,000, 
surplus and undivided profits of $3,860,- 
043 and total resources of $66,202,185. 


KINGS COUNTY TRUST 


The Kings County Trust Company, 
Brooklyn, N. Y., reports total resources 
of $36,484,379 in its June 29 statement. 
Capital of the bank is $500,000, surplus 
$5,500,000, undivided profits $601,429 
and deposits $29,505,447. 


STRAUS NATIONAL, NEW YORK 


The Straus National Bank and Trust 
Company of New York, which began 
business on November 22, 1928, reports 
in its June 29 statement capital of $2,- 
000,000, surplus of $500,000, undivided 
profits of $335,622, deposits of $19,621,- 
868 and resources of $22,562,850. De- 
posits have almost doubled since March 


Opens Mid-August- 
tNew York, 
The ROTEL 
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GINTON 


New York’s new hotel truly ex- 
pressive of the greatest city. 
1200 pleasant rooms each 
with Servidor, bath, circulat- 
ing ice water and radio 
provisions. 
ROOMS from $3.00 
© G..KILL, General Manager 


27, the date of the last previous state- 
ment, when they were listed at $10,- 
434,833. Total resources have also in- 
creased, being nine million greater than 
those of March 27. 

Indicated earnings for the half year 
are $14.16 a share which is considered 
remarkable for a new bank, as is also 
its growth in deposits and resources. 


GRACE NATIONAL BANK 


Capital of $1,000,000, surplus of $2,- 
000,000, deposiis of $18,238,430 and 
total resources of $27,064,939 featured 
the June 29 statement of the Grace Na- 
tional Bank of New York. 


STERLING NATIONAL 


Deposits of $12,081,050 and total re- 
sources of $17,810,168 feature the June 
29 statement of the Sterling National 
Bank and Trust Company, New York, 
which opened for business early in May. 
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The bank has capital of $1,500,000, sur- 
plus of the same amount and undivided 
profits of $48,767. 
FULTON TRUST COMPANY 

Statement of condition of the Fulton 
Trust Company of New York for July 
1 showed capital of $2,000,000, surplus 
of $2,000,000, undivided profits of $1,- 
283,126, deposits of $15,765,147 and to- 
tal assets of $21,169,496. 


LEFCOURT NORMANDIE 


The Lefcourt 
Bank of New York, which opened for 
business early this year, reported, as 
of June 29, capital of $2,000,000, sur- 
plus of $1,000,000, undivided profits of 
$424,561, deposits of $10,582,993 and 
total resources of $15,761,757. 


HIBERNIA TRUST COMPANY 


The Hibernia Trust Company of New 
York, which opened May 28, in its June 
29 ctatement reported capital of $3,000,- 
000, surplus of $2,000,000, profits of 
$64,039, deposits of $9,044,906, and 
assets of $14,209,233. 


PLAZA TRUST COMPANY 


An increase of a million dollars in 
deposits since March 27 brings the June 
29 deposits of the Plaza Trust Company, 
New York, up to $4,747,077. The bank 
was opened in December of last year 
with deposits of $2,422,523 and they 
increased to $3,762,404 on March 22, 
1929. 

The bank has capital of $2,000,000, 
surplus and undivided profits of $1,032,- 
806 and resources of $7,931,782. 


PENNSYLVANIA COMPANY 


The Pennsylvania Company for In- 
surances on Lives and Granting Annui- 
ties, Philadelphia, in its June 29 state- 
ment, showed capital of $6,500,000, sur- 
plus of $27,500,000, undivided profits 
of $2,221,876, deposits of $132,492,950 
and total resources of $175,243,957. 
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FIDELITY TRUST 


The Fidelity Trust Company of New 
York in its June 30 statement reported 
capital of $4,000,000, surplus of $2,500,- 
000, undivided profits of $1,433,121, 
deposits of $51,518,836 and total re- 
sources of $63,296,225. 


STATE BANK OF CHICAGO 


Both deposits and resources of the 
State Bank of Chicago show a growth 
over the March 27 figures in the last 
statement of June 29. Resources are 
$80,301,562 and deposits $63,891,748. 
Capital of the bank is $5,000,000, sur- 
plus $5,000,000 and undivided profits 
$3,912,134. 

UNION TRUST, CLEVELAND 

June 29 statement of the Union Trust 
Company of Cleveland, Ohio, reports 
capital of $22,850,000, surplus and cur- 
rent earnings of $16,605,662, deposits cf 
$290,290,192 and total resources of 
$344,205,138. 


BANK OF UNITED STATES 


The Bank of United States, New 
York, in its July 1 statement, has capi- 
tal of $25,250,000, surplus of $10,000,- 
000, undivided profits of $5,280,683, de- 
posits of $246,907,330 and resources of 
$307,562,329. 


NEW YORK TRUST COMPANY 


Capital of the New York Trust Com- 
pany, as of June 29, is $12,500,000, 
surplus $25,000,000, undivided profits 
$8,094,512, deposits $207,155,810 and 
total resources $294,932,746. 


AMERICAN TRUST COMPANY 


Capital of $5,000,000, surplus and un- 
divided profits of $6,065,018, deposits 
of $53,316,618 and total resources of 
$65,494,079 were reported by the 
American Trust Company of New York 
in its statement as of June 29, 1929. 





The Merger Movement Among 
New York Banks 


By Henry W. ABBOT, JR. 
Of Gilbert Eliott & Co. 


have been many mergers and con- 

solidations among the leading util- 
ity companies, industrials, motors and 
aviation concerns, but perhaps the most 
noteworthy development along these 
lines has been the unprecedented number 
of bank mergers, notably among New 


York banks. 


See the first of the year there 


Ever since the organization in 1784,: 


of the Bank of New York, New York’s 
oldest bank, the amalgamation of finan- 
cial institutions has been taking place, 
but never before on the present scale, 
which has resulted in the formation of 
banks with a magnitude rivaling in size 
the “Big Five” in England, hitherto con- 
sidered as being in a class by themselves. 


TWO HUNDRED AND TEN NEW YORK 
BANK MERGERS IN ALL 


According to a recent compilation by 
D. Richard Young of the National City 
Bank, there have been 210 bank mergers 
since 1784 up to and including the 
Chase-Park combine. 

Prior to 1899 only 11 bank mergers 
took place but during the next twenty 
years 97 consolidations occurred. Dur- 
ing the last decade, however, the merger 
movement has gained increased mo- 
mentum with the consummation of 102 
mergers. 

The year 1929 to date has witnessed 
more important developments among 
New York banks than any other similar 
period, not only numerically but also 
from the standpoint of size. 


“THE BIG THREE” OF NEW YORK 
One interesting development of the 


merger movement since the first of the 
year has been the creation of three New 


York banks with .assets ranging from 
one and one-half billions of dollars to 
more than two billions. These banks, 
namely National City, Guaranty Trust 
and Chase National, now known as New 
York’s “Big Three,” bid fair to out- 
distance the “Big Five” of London. 

In passing, it is interesting to note 
that National City today ranks third 
in resources among the world’s largest 
banks, having. broken the order of 
supremacy which was formerly as fol- 
lows: Midland, Lloyds, Barclays, West- 
minster and National Provincial, all 
British banks. 

It was not until 1919 that New York 
enjoyed the distinction of having a 
billion dollar bank, National City being 
the first American banking institution 
to attain such a total. | 

In 1927 Chase entered the select circle 
while Guaranty crossed the billion dollar 
mark in 1928. 

Today City, due partly to its recent 
merger with Farmers’ Loan & Trust 
Company, boasts resources of more than 
$2,000,000,000, while Guaranty, since 
its absorption of the National Bank of 
Commerce, is comfortably over the 
billion-and-a-half mark. 

Similarly Chase, following its merger 
with Park, which is expected to become 
effective next September, should report 
resources close to Guaranty. 

Next to the “Big Three” comes Irving 
Trust which as of June 29, 1929, re- 
ported resources of $742,932,100, al- 
though after Equitable Trust and Sea- 
board complete their merger plans, the 
combined institution will probably sur- 
pass Irving. 


IRVING TRUST 


Until fairly recently Irving was a 
close second to Guaranty among the 


307 





308 


country’s largest trust companies but 
Guaranty’s absorption of Commerce left 
Irving some distance behind. In this 
connection, it is pertinent to note that 
Irving is generally regarded as one of 
the leading exponents of expansion 
through mergers, some twenty-odd banks 
having been consolidated to form the 
present institution. 

However, Irving has been rather 
quiescent of late in the merger field, its 
last acquisition, the American-Exchange 
Pacific National Bank, being almost 
three years ago. It is generally thought 


in Wall Street however that Irving will 
not be content to stand still for long, 
watching the merger parade pass by and 
that before the completion of Irving’s 
new skyscraper home at 1 Wall street— 
scheduled for occupation in 1931—there 
should be new developments of interest. 


BANK OF THE MANHATTAN 


Among the other New York banks 
that have adopted aggressive expansion 
programs through mergers, notably dur- 
ing the last year or so, are Bank of the 
Manhattan Company, Bank of America 
and the Manufacturers Trust Compny. 

Since the first of 1928, the Bank of 
the Manhattan Company has absorbed 
no less than eight banks, thereby aug- 
menting its already extensive system of 
branch banks to a total of 61, the second 
largest of any New York bank. 

Manhattan's most noteworthy acquisi- 
tion was the International Acceptance 
Bank, Inc., early in 1929, thereby add- 
ing greatly to the scope of its business, 
notably in foreign lands. The Interna- 
tional Acceptance Bank, organized in 
1921 by the Warburg family, operates 
primarily in the international banking 
field while Manhattan, although one of 
the oldest of American banks, has con- 
fined its activities in the past primarily 
to domestic banking matters. Thus, this 
merger brought about an alliance of two 
banks whose activities will serve to com- 
plement rather than overlap each other. 


BANK OF AMERICA 


The rise of the Bank of America since 
early in 1928, when control of the insti- 
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tution was purchased by the Bancitaly 
Corporation, has been rapid. 

A triple merger at that time, namely 
the Bank of America with the Bowery 
& East River Bank and the Commercial 
Exchange Bank, increased the bank’s re- 
sources from less than $200,000,000 to 
more than $425,000,000 by the end of 
1928. Since then, the Bank of America 
has absorbed two other. banks, the 
Nassau National Bank and the Traders 
National Bank, both of Brooklyn, as 
well as the private investment banking 
house of Blair & Company. 


MANUFACTURERS TRUST 


The meteoric rise of the Manufac- 
turers Trust Company from a small local 
bank with resources of about $30,000,- 
000 ten years ago, to a Wall Street giant 
with resources approximating $500,000,- 
000, may be attributed directly to a 
series of mergers, numbering 13 in all. 
Since the first of this year Manufac- 
turers has absorbed but one bank, the 
State Bank & Trust Company, while 
merger negotiations with another, the 
Interstate Trust Company, proved abor- 
tive. 

Other mergers of importance since the 
first of 1929 include the following: 


Central Union—Hanover National Bank 

Chemical National Bank—U. S. Mortgage 
& Trust Co. 

Bank of United States—Municipal Bank 

Brooklyn Trust—Mechanics Bank 


The first two mentioned mergers in 
the above group deserve special com- 
ment. 

The merger of the Central Union 
Trust Company with the Hanover Na- 
tional Bank, forming the present Central 
Hanover Bank & Trust Company with 
resources of more than $600,000,000 
and capital funds of $100,000,000, 
brought together two old institutions, 
the one a pioneer in the development 
of corporate and personal trusts, the 
other for over three-quarters of a cen- 
tury prominent as a “bankers’ bank,” 
notably for out-of-town accounts. As 
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in the case of the predecessor companies 
the present institution does not have 
any bond department or security com- 
pany affiliate. 

Like Central Hanover, the Chemical 
Bank and Trust Company, which is the 
outgrowth of the Chemical National 
Bank and U. S. Mortgage and Trust 
Company, elected to give up the na- 
tional charter and operate the merged 
institution under a trust charter, allow- 


ing broader powers than that of a na- 
tional bank. 

This combination likewise brought to- 
gether two long established companies, 
Chemical having been organized in 1823 
while U. S. Mortgage and Trust has 
been active in the commercial banking, 
trust and mortgage loan field since 1871. 

In all, there have been sixteen New 
York bank mergers since the first of the 
year, an unprecedented number. 


Coming Bankers’ Conventions 


AMERICAN BANKERS  ASSOCIA- 
TION, San Francisco, September 30-October 
3. Executive manager, F. N. Shepherd, 110 
East 42nd street, New York City. 


ARIZONA BANKERS ASSOCIATION, 
Phoenix, November 8-9. Secretary, Morris 
Goldwater, Prescott. 


ASSOCIATION OF BANK WOMEN, 
San Francisco, September 30-October 3. Head- 
quarters Sir Francis Drake Hotel. 


ASSOCIATION OF RESERVE CITY 
BANKERS, Memphis, Tenn., May, 1930. 


FINANCIAL ADVERTISERS ASSO- 
CIATION, Atlanta, Ga., October 30-Novem- 
ber 2. Executive secretary, Preston E. Reed, 
231 South LaSalle street, Chicago. 


INDIANA BANKERS ASSOCIATION, 

Evansville, September 11-12. Secretary, 
Miss Forba McDaniel, 310 Odd Fellow 
Building, Indianapolis. 


MASSACHUSETTS SAVINGS BANKS 
ASSOCIATION, Lenox, September 18-20. 
Headquarters, Hotel Aspinwall. Executive 


Manager, Dana S. Sylvester, 80 Federal street, 
Boston. 


MID-CONTINENT TRUST CONFER- 
ENCE, Detroit, Mich., November 7 and 8. 
Robert O. Lord, Guardian Trust Company, 
Detroit, general chairman. 


MORTGAGE BANKERS ASSOCIA- 
TION, New Orleans, October 29-31. Secre- 
tary, Walter B. Kester, 122 West Adams 
street, Chicago. 


NATIONAL ASSOCIATION OF SU- 
PERVISORS OF STATE BANKS, San 
Francisco, September 24-26. 


PACIFIC AND ROCKY MOUNTAIN 
REGIONAL TRUST CONFERENCE, Og- 
den, Utah, September 25-27. 


SAVINGS BANKS ASSOCIATION OF 
NEW YORK, S. S. Volendam to Havana, 
Cuba, October 25-November 3. Secretary, 
Paul W. Albright, 110 East 42nd street, 
New York City. 


WYOMING BANKERS ASSOCIATION, 
Lander, August 30-31. Secretary, Harry B. 
Henderson, First Joint Stock Land Bank, 
Cheyenne. 





Fairfax County Protects Its Treasures 


Builds Fireproof Addition to Century-Old Court House, with 


Modern Vault Doors, to Guard Washington’s Will 
and Other Priceless Records 


a new, modern, fireproof addition 

to its Court House, protected by 
steel Venetian blinds and the latest type 
of York vault doors. 

Ordinarily, an addition to the Court 
House is not news outside of the county. 
This addition to Fairfax Court House, 
however, is news to all those interested 
in the history and times of Colonial 
America. 

Within the walls of this new addition, 
just recently completed, the records and 
documents of Fairfax citizens for almost 
two centuries are stored and safeguarded. 
Affixed to wills, deeds, leases and other 
similar documents are names which will 
forever be revered by American citizens. 
This little record room in this charming 


Peeves.» County in Virginia has 


little Court House town of less than a 
thousand persons is a treasure house of 
American history. It will become more 
and more a mecca for patriotic pilgrims, 
just a little less important than Mount 
Vernon itself, which is in the same 
county. 

At Fairfax Court House the visitor 
can read for himself the will of Wash- 
ington—the original testament itself, 
written entirely by his own hand and 
with all but one of the forty-two pages 
autographed by him. 


WASHINGTON’S ANTI-SLAVERY WILL 
To the average tourist the most sur’ 


prising thing about the will, over which 
Washington confessed to have spent 


Fairfax County Court House, the oldest portion of which was built in 1800. At 
the left is a monument erected to the first soldier killed in the Civil War. 
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many laborious hours, is the frank ex- 
pression of anti-slavery sentiment. 

Washington was opposed to slavery 
in spite of the fact that he owned 
hundreds of slaves. Going counter to 
the prevailing system would have worked 
more harm than good to the slaves them- 
selves. So he went into elaborate detail 
concerning the method of freeing them 
to their own best advantage. 

The first item in his will, after order- 
ing all just debts paid and after remem- 
bering his “dearly beloved wife, Martha 
Washington,” was as follows: 


“Upon the decease of my wife, it is 
my will and desire that all the slaves 
which I hold in my own right shall 


receive their freedom.” 


Immediately following, he explained 
in detail that he was not at liberty to 
free certain “dower” slaves, as to do so 
would separate families and cause suffer- 
ing far more cruel than slavery itself as 
it was practiced in Washington's Vir- 
ginia. 

His body servant, William, was to 
receive his freedom and a pension imme- 
diately if he desired. If he did not 
desire, he could continue as he was 
until the end of his days, with plenty 
of food and clothing, some spending 
money and no work. 

Other slaves over twenty-five years 
old were to be freed. Younger slaves 
were to be taught to read and write 
and “brought up in some useful occupa- 
tion” and then freed when they reached 
the age of twenty-five years. 


HIS DREAM OF A NATIONAL UNIVERSITY 


Loyal to his relatives, Washington left 
ample provision for his wife’s grand- 


children and for his own numerous 
nieces, nephews, grand-nieces and grand- 
nephews. There was enough of his 
estate left over to devote to one of his 
great dreams for the new and ambitious 
Republic which he had helped carve out 
of the New World. 

This dream was for the establishment 
of a university where American youth 


could be educated according to Ameri- 
can ideals. 
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. It has always been a source of 
serious regret to me,” reads the will, “to 
cee the youth of these United States sent 
to foreign countries for the purpose of 
education, often before their minds were 
formed, or they had imbibed any ade- 
quate ideas of the happiness of their 
own;—contracting, too frequently, not 
only habits of dissipation and extrava- 
gance, but principles unfriendly to Re- 
publican Government, and to the true 
and genuine liberties of mankind; which, 
thereafter, are rarely overcome. 

“For these reasons, it has been my 
ardent wish to see a plan devised on a 
liberal scale which would have a tend- 
ency to spread systematic ideas through 
all parts of this rising Empire, thereby 
to do away with local attachments and 
State prejudices, as far as the nature 
of things would, or indeed ought to 
admit, from our national councils. 


A PROPHETIC MISGIVING 


“Looking anxiously forward to the 
accomplishment of so desirable an ob- 
ject as this is (in my estimation) my 
mind has not been able to contemplate 
any plan more likely to effect the measure 
than the establishment of a University 
in a central part of the United States to 
which the youths of fortune and talents 
from all parts thereof might be sent for 
the completion of their education and 
(as a matter of infinite importance in 
my judgment) by associating with each 
other, and forming friendships in Juve- 
nile years, be enabled to free themselves 
in a proper degree from those Local 
prejudices and habitual jealousies which 
have just been mentioned; and which, 
when carried to excess, are never fail- 
ing sources of disquietude to the Public 
mind and pregnant of mischievous conse- 
quences in this Country.” 

His dream of a great central Univer- 
sity was not realized and sixty-two years 
later these local prejudices and jealousies 
flamed in the Civil War. 


STILL LEGIBLE, AND STILL INTERESTING 


This very human document, which 
reveals the inherent greatness and sanity 
of Washington is torn vertically down 
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New York insulated vault door to the vault in which the Washington wills are kept. 


the center but is still entirely clear and 


legible. Also it shows that Washington 
was shaky on punctuation and spelling, 
and that he was one of the wealthiest 
men of his day. 

According to his own conservative 
estimate, Washington’s lands, _live- 
stock and investments—not counting 
slaves—were worth $530,000. His 
properties were scattered in about nine 
Virginia counties, in Maryland, Penn- 
sylvania, Kentucky and the Northwest 
Territory, and he kept a canny eye on 
most of them up to the time of his 
death. 

A sly hit at lawyers can be discerned 
in the closing provisions of the will. 
All disputes, he states, shall be decided 
by “three impartial and intelligent men, 
known for their probity and good under- 
standing, which three men shall, un- 
fettered by law or legal constructions, 
declare their sense of the Testator’s in- 
tention;—and such decision is, to all 
intents and purposes to be as binding 
on the Parties as if it had been given 
in the Supreme Court of the United 
States.” 


It is almost a miracle that the price- 
less treasures of Fairfax Court House 
were not scattered or stolen long ago, 
as the tramping feet of marching men 
have often resounded against its walls. 
Some documents have vanished at times, 
mostly in the Civil War. George 
Mason’s Will was stolen and never re- 
covered. Martha Washington’s Will 
disappeared early in the Civil War and 
was not recovered until recent years. 

For half a century not a trace of this 
will was found by authorities of Fairfax 
County. After the death of the elder 
J. Pierpont Morgan, a Virginian re’ 
ported that Martha Washington’s Will 
was in the world famous Morgan col: 
lection of manuscripts. The county 
authorities wrote a letter to the younger 
Morgan, it is understood, requesting the 
return of the Will; still the will was not 
returned. Then the Legislature insti 
tuted suit for its return in the Supreme 
Court of the United States—one of the 
few cases that the Supreme Court instt- 
tuted as an original Supreme Court 
Case. The Will was returned and the 
suit withdrawn. The Will now rests 
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in a glass case beside that of George 
Washington in the new record room of 
Fairfax Court House, safeguarded by 
fire shutters and York vault doors. 

Only a copy of George Mason’s Will 
remains. Mason was a neighbor of 
Washington, living at Gunston Hall on 
the Potomac, about halfway between 
Mount Vernon and Belvoir, the manor 
house of Colonel William Fairfax. He 
was author of the Virginia Bill of Rights 
and the original Virginia Constitution, 
which are said to have served as models 
for the Declaration of Independence and 
for the Constitution of the United States. 
Considering the public life he led, the 
following advice in his will (written in 
1763) is interesting: 

“I recommend it to my sons from my 
own experience in life to prefer the 
happiness of independence and a pri- 
vate station to the struggle and vexations 
of public business; but if either their in- 
clination or the necessities of the times 
should engage them in public affairs, I 
charge them on a father’s blessing, never 
to let the motives of private interest or 
ambition induce them to betray, nor the 
terrors of poverty or disgrace or the fear 
or danger of death, deter you from 
asserting the liberty .of your country, 
and endeavoring to transmit to their 
posterity those sacred rights to which 
themselves were born.” 

Fairfax Court House is one of the 
most charming pre-Revolutionary com- 
munities in all the Thirteen Colonies, 
a peaceful, deep-shaded little town of 
less than a thousand persons lying al- 
most within the shadow of the sophisti- 
cated and metropolitan City of Wash- 
ington. It is hardly a half-hour’s drive 
from Washington, over the Key Memo- 
tial Bridge, through Arlington and Falls 
Church. Its peaceful beauty, enhanced 
rather than diminished by the passing 
years, and its historic interest make it 
well worth a visit. 

In spite of its peaceful atmosphere of 
today, it has seen about as much of war 
as any part of this nation. Just a few 
miles away at Alexandria, General Ed- 
ward Braddock assembled his little red- 
coat army for its disastrous expedition 


against the French and Indians in 1755; 
the remnants of that army were saved 
by a young Virginia colonel of militia, 
George Washington, after Braddock’s 
death. 

In the Revolutionary War armies 
passed and repassed through Fairfax 
County, but fought no big battles there. 
In 1812, when the British captured 
Washington, President Madison fled to 
Fairfax County and established his 
temporary White House at “Solona,” 
near McLean. In the Civil War the 
first battle casualty was Captain John 
Quincy Marr, who was killed about 800 
feet away from Fairfax Court House. 
The battlefield of Manassas (Bull Run) 
is nearby, and the whole county is dotted 
with monuments of engagements in those 
fateful four years. 

Fairfax County was a Union camping 
ground for the greater part of the way, 
and one of the prize Lincoln jokes of the 
community is Lincoln’s alleged remark 
when it was reported to him that Colonel 
Mosby in one of his many raids behind 
the Union lines had taken Union Briga- 
dier General Staughton prisoner while 
in his bed at the Episcopal Rectory at 
Fairfax Court House, and had then 
escaped with the general and about 
a hundred mules and horses. When 
Lincoln heard of the exploit, his com- 
ment was that he could create a new 
brigadier general any day, but he hated 
like thunder to lose a hundred good 
horses and mules. 

Up to 1898 no exceptional precau- 
tions were taken to guard the historic 
documents in Fairfax Court House. At 
that time the entrance to the record 
room was equipped with a York vault 
door. This vault door proved so satis- 
factory through its thirty-one years of 
service that the county authorities de- 
cided that the new record room should 
also be guarded by York vault doors, 
made according to the latest design and 
with the latest protective equipment de- 
vised by the world’s largest makers of 
vault equipment. These doors are now 
installed—not to bar patriotic tourists, 
but to preserve these historic records for 
all posterity. 





© unverwoon & UNDERWOOD 
HERBERT P. HOWELL 


President Commercial National Bank and Trust 
Company, New York. 


RIOR to becoming chief executive of the Commercial 

National Bank and Trust Company when it was or- 

ganized this year, Mr. Howell had been president of 
Peierls, Buhler & Co., since 1922, of which company he 
remains a director and chairman of the executive committee. 
Before going to New York, Mr. Howell had been for many 
years with the Carnegie Steel Company in Pittsburgh. In 
1901 he became head of its credit department. Mr. Howell 
was elected a vice-president of the National Bank of Com- 
merce in New York in 1912 and became a member of its 
board of directors in 1915. He resigned his position with 
the National Bank of Commerce in 1922 to become head of 
Peierls, Buhler & Co. 





Commercial National, New York, 


Shows Remarkable Growth 


PENING for business on Janu- 
() ary 10, according to its June 29 
statement the Commercial Na- 
tional Bank and Trust Company of New 
York showed resources of almost one 
hundred million dollars, though it was 
still less than six. months old. Deposits 
and earnings showed an equally phenom- 
enal growth. 
Resources of the bank as of June 29 
where $97,970,489. Deposits were $76,- 
589,036, as compared with $59,534,951 
on March 27. Since it opened, the bank 
has added $886,351 in undivided profits 
to its surplus account and during the 
fourteen-week quarter from the March 
27 statement to that of June 29, has 
gained $554,300 in earnings. This is 
at the rate of $7.91 a share for the 
quarter or close to $30 when prorated 
for the year. 


Public 
the entrance. 


The bank has capital of $7,000,000 
and, as of June 29, surplus and profits 
of $7,886,351. 

The Commercial National now occu- 
pies quarters at 56 Wall street. It has 
recently leased five floors at 60 Wall 
street for twenty-one years at a total 
rent of $20,000,000, which is under- 
stood to be the highest rental ever given 
for office space in the Wall Street dis- 
trict. The bank will wait three years, 
however, until the building is remodeled 
before it occupies these quarters. 

Herbert P. Howell is president of the 
bank; and Harry P. Barrand, John J. 
Martin, Jr., Walter G. Kimball and 
Bradford Norman, Jr., are vice-presi- 
dents. 

Directors are William H. Albers, 
Kroger Grocery & Baking Company, 
Cincinnati; Harold O. Barker, Jesup & 


a 


space of the Commercial National Bank and Trust Company, looking from 


The officers’ platform is at the right. 
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Should be in the 


foreign department 
of every bank do- 


ing an internation- 
al business. 
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Lamont; Albert Blum, United Piece Dye 
Works, Lodi, N. J.; George Blumenthal; 
Rogers Caldwell, Caldwell & Company, 
Nashville; Walter P. Chrysler, Chrysler 
Corporation; Edward P. Farley, Ameri- 
can-Hawaiian Steamship Company; 
Jacob France, Mid-Continent Petroleum 
Corporation; Samuel L. Fuller, Kissel, 
Kinnicutt & Co., George R. Hann, 
attorney, Pittsburgh; Louis J. Horo- 
witz, Thompson-Starrett Company, Inc., 
Herbert P. Howell, president; Rich- 
ard F. Hoyt, Hayden, Stone & Co.; 
Henry R. Ickelheimer, Heidelbach, Ickel- 
heimer & Company; Edwin C. Jameson, 
Globe & Rutgers Fire Insurance Com- 
pany; J. Ford John, Jr., Chas. D. Barney 
& Co.; Sidney R. Kent, Paramount- 
Famous-Lasky Corporation; Clement M. 


Keys, Curtiss Aeroplane & Motor Com- 
pany, Inc.; Wilfred Kurth, The Home 
Insurance Company; Robert Lehman, 
Lehman Brothers; Louis $. Levy, Chad- 
bourne, Stanchfield & Levy; Willis G. 
McCullough, Collins & Aikman Corpo- 
ration; Maurice Newton, Hallgarten & 
Co.; Charles F. Noyes, Charles F. Noyes 
Company, Inc.; Dale,M. Parker, M. 
Samuel €& Company, Ltd., London; 
William B. Scarborough, Hitt, Farwell 
& Co.; David A. Schulte, Schulte Retail 
Stores Corporation; H. N. Slater, S$. 
Slater and Sons, Inc.; R. P. Stevens, 
Allied Power & Light Corporation; 
Harold E. Talbott, Jr.; William H. 
Vanderbilt; William Wrigley, Jr., Wm. 
Wrigley, Jr. Company 





Examples of Recent Bank Building 
Operations 
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Eight and one-half story garage being erected by the First Wisconsin National Bank 

of Milwaukee, Wis., for the convenience of its customers and tenants of its building. 

It is directly across from the bank. The building has a frontage of 120 feet and a 
depth of 100 feet. Store space will be available on the ground floor only. 
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Main banking room of the Plaza Trust Company, New York, looking toward the en- 
trance on Fifth avenue. Modern decoration has been used throughout the bank. 


9 


Drawing of the woman's lounge in the Plaza Trust Company, New York, in which 
the furnishings are also in the modern trend. 





Modern Vaults in the New Union 
Trust Building, Detroit 


deposit vault in the new forty- 

story Union Trust Building in De- 
troit, designed by Halsey, McCormack & 
Helmer, Inc., of New York City, and 
built by the Diebold Safe & Lock Com- 
pany of Canton, Ohio, furnishes the 
greatest possible amount of security to 
the bank’s customers. The vault is 38 
feet wide, 92 feet long and 8 feet 6 
inches high, having a floor space of 3496 
square feet and a capacity of over 30,- 
000 cubic feet. 

The vault walls are built to resist the 
three major methods that are resorted 
to by modern burglars—the use of high 
powered explosives, the use of cutting 
and piercing tools and the oxy-acetylene 
torch, which has been and is still being 
used with more or less success against 


ik: huge steel and concrete safe 


light and antiquated vault equipment. 
The Union Trust Building vault walls 
are made of open hearth steel, which 
has a high tensile strength and will 
stand the shock of high explosives; five- 
ply laminated chrome steel, which is 
tool proof and resists drilling instru- 


ments; and burn-resisting material, 
which resists fire. The total steel aggre- 
gate weight of the vault is 850,000 
pounds. The interior equipment alone 
weighs 266,000 pounds and there are 
over 300,000 pounds of steel lining. 
Four rectangular main doors lead into 
the vault, one at each end, one into the 
safe deposit department, and one into 
the coupon rooms. All are of similar 
construction. The clear walk-way en- 
trance through these mammoth doors is 
45 inches wide and 86 inches high. The 
doors are 24 inches thick, including the 
locking bolts, and 18 inches thick with- 
out. Inclusive of their frames and vesti- 
bule, each door weighs 66,000 pounds. 
Each door alone weighs 44,000 pounds, 
but Operates on ball, roller and crown 
earings and is equilibrated on crane 
hinges so accurately that the application 


of but a few pounds of pressure will 
swing its tremendous weight in either 
direction. 

In addition to the main doors there 
are two circular emergency doors, one 
in the main compartment, and one in 
the late deposit compartment. These 
doors are installed for ventilation pri- 
marily and for entrance in case the 
main doors cannot be opened for any 
reason. They are 24 inches thick, in- 
cluding the locking bolts. 

One way to visualize the immensity 
of the vault doors is to examine the 
locking bolts, of which every door has 
24, each 4 inches in diameter, and 
weighing 125 pounds. 

Gearing devices operate the bolts 
so smoothly that a child could throw 
them with the hand wheel on the out- 
side of the door. They are held in 
place by two combination locks, each 
capable of 100,000,000 changes. This 
makes the possible chance of picking the 
lock one in 200,000,000. The boltwork 
of each door is further operated by a 
four-movement time lock. Each of these 
time locks has an operating time of 
seventy-two hours’ duration. The time 
lock movements are constructed with 
the same skill as the highest class time 
pieces. 

The doors are of such weight that ordi- 
nary bearings would not carry the load 
without cutting and blocking. This 
difficulty was overcome by the use of 
bearings of special construction. The 
doors are thrown only partially shut by 
hand, compressor systems being used to 
draw them into the jambs. When com- 
pletely closed they form a metal-to- 
metal contact. The polished steel of the 
door edges meets the polished steel 
jambs, forming a liquid-proof joint. 

The vault interior is stainless steel, 
polished to a high degree of brilliancy 
and rubbed to a satin finish. The floor 
of the vault is light and dark Traver- 
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Interior of the safe deposit vault in the new building of the Union Trust Com- 
pany of Detroit. 


Safe deposit vault, showing the main vault door open and the door for late de’ 
posits closed. 
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tine. The lighting system is indirect, 
removing all glare. 

Safe deposit boxes in the safe deposit 
compartment are of an unusually strong 
construction. Each is locked by key 
lock. A feature of these locks is that 
each individual box-renter can select his 
own key. The lock to his box is then 


A 44,000 pound door to the safe 
deposit vault. 


set to fit his key and the guard key held 
by the custodian, both of which are used 
simultaneously. 

At present, approximately 7000 safe 
deposit boxes are installed, although the 


maximum capacity is 35,000. There 
are also 100 lockers for storing the 
bank’s securities, stocks, collateral, etc. 
Although the vault is impenetrable to 
burglars, a complete electrical protective 
system has been installed. The electrical 
safeguards are such that no robber could 
work more than a few minutes on the 
vault without calling the attention of 
the policeman on the beat, the local 
police station, as well as the watch force 
inside the building and the general 
public in the vicinity of his activities. 
The walls, top and floor of the vaults 
are protected by a net-work of closed 
circuit wires, built into the concrete. 


These wires carry current at all times, 
night and day, so that any break in the 
vault would release the alarm apparatus 
inside and outside the building and in 
the police station. The vault doors are 
protected by similar wiring built into 
them during their construction. 

The type of wiring differs from the 
vault wiring ordinarily used in banks in 
that fine insulated wires braided together 
like window cord are used in place of 
the single insulated wires which have 
been customary in bank vaults. If the 
concrete were chipped away from single 
wires in a concrete wall, these wires 


Late deposit ‘vault in the Union 


Trust Building. 


might be “looped out.” However, it 
would do a burglar no good to chip 
away all the concrete from an entire 
side of the Union Trust Building vaults 
since the braided cables are laced into 
the reinforcement during construction. 
Individual wires cannot be “looped out™ 
from the braid, nor can a reinforcement 
be cut without also cutting a wire and 
sounding the alarms. The network of 
protective wires is so complete that a 
burglar could not get inside the vault 
without sounding the alarms, even if 
he removed the concrete entirely. 





Seventh Edition of America’s 
Most Popular Banking Book — 


Here is a book which has come to 
be regarded as the standard work 
on bank methods and administration. 
It tells of every phase of modern 
banking from the handling of the 
morning mail to the extension of 
credit; from the duties of the 
messenger to the functions of the 
president. 


William H. Kniffin, the author, 
has not depended upon his own 
many years' experience as a prac- 
tical banker. In his book he has 
assembled the best banking thought 
of the country--the tested results 
of banking practice in the most 
progressively managed institutions 
in the United States. 


Send for your copy 

of this valuable 

book TODAY and see 

for yourself how 
thoroughly Mr. Kniffin 
has covered his field. 


BANKERS PUBLISHING CO. 


BANKERS PUBLISHING COMPANY 
71 Murray Street, New York City 
Please send me on approval a copy 
of “The Practical Work of a Bank.” 
I will either return the book with- 


in five days or will send you my 
check for $7.50. 


Bank 
Address 
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The First Thousand Dollars 


Richard W. Saunders, author of The First Thousand Dollars: and Other Essays 
(Bankers Publishing Company, $1) is a former cashier of the National Bank of Com- 
merce, New York, former comptroller of the Paramount-Famous-Lasky Corporation, 


and is now president of the Associated Metals Corporation. 


Mr. Saunders has been 


a frequent contributor to THE BANKERS MAGAZINE. 


Dollars, according to its author, is 

to break down the popular feeling 
that the banker is both cold and hard 
of heart and to substitute between the 
banker and “bankee,” as it were, a feel- 
ing of mutual respect and co-operation. 
Though without doubt this humorous 
and whimsical little volume of essays 
does much to effect this change of feel- 
ing, it needs no cuch purpose to justify 
its existence. It is reason enough in 
itself. 

In its 168 pages it includes thirty 
essays on varied subjects related, more 
or less, to banking. Each is complete 
in itself. 

The first essay, from which the book 
takes its name, is devoted to that elusive 
and much discussed first thousand dollars. 
Concerning it Mr. Saunders says that 
“a state of society can be readily imag- 
ined where the possession of such a 
thousand, free and clear of all debts, 
would be required of all men before 
they were admitted to the state of man- 
hood and the privileges of social inter- 
course. Before reaching that goal one 
can easily imagine them in a state of 
ostracism as those who had not yet 
proved their possessicn of self denial 
ard the power of resisting temptation.” 


[> purpoce of The First Thousand 


He realizes, however, that the person 
trying to get together and keep his first 
thousand dollars has a difficult time, 
chiefly because so many other persons 
are after that very thousand. They 
seek it by advertising, by attractive 
window displays, etc., so that it takes 
considerable will power to pass through 
these many temptations and come out 
with the thousand untouched. 

“Wealth or Income?” is the subject 
of another of these interesting essays. 
It compares the British way of consider- 
ing wealth, by the yearly income, with 
ours of measuring it by the lump sum. 

Though he advocates working and 
saving, the author also realizes that 
working and saving alone will not make 
great success. In “To Dare or Not to 
Dare” he says: “A study of men, 
successful and unsuccessful, would seem 
to justify their division into two groups, 
those who dare and those who play what 
is thought to be a ‘safe game.’ Not that 
the daring men are always successful, 
or the cautious unsuccessful, nor is the 
contrary true. But, from example, it 
would seem to be safe to assert that the 
majority who have succeeded beyond the 
ordinary degree are the men who have 
been willing to take chances.” 





BOOK REVIEWS AND NEW BOOKS 


Recent Announcements of Other Publishers 


KEANE’S MANUAL OF _ INVESTMENT 
Trusts (1929).—By C. P. Keane. 
Boston: Financial Publishing Com- 
pany. $20.15. 

Because of the extraordinary growth of 
investment trusts, both in size and num- 
ber, this second edition of a volume de- 
voted exclusively to investment trusts 
should be of value to every banking and 
investment house. 

It contains, first of all, the statements 
of 391 companies operating 414 invest- 
ment trusts. These are given in detail 
and occupy more than a thousand pages 
of the manual. Each trust is described 
individually as to history, management 
and connections, management compensa- 
tion, investment restrictions, capitaliza- 
tion and securities issued, balance sheet, 
operating statement and portfolio. 

In addition to this study of the indi- 
vidual trusts, the book includes a direc- 
tory of all American investment trusts, 
an alphabetical list of all officials of 
investment trusts with their various in- 
vestment trust afhliations, bid and asked 
prices for the last two years of the 
securities issued by each trust, state 
laws relating to investment trusts, classi- 
fied security holdings of investment 
trusts, etc. 

The information is in concise form 
and so arranged that it is easily avail- 


able. 


BUSINESS MAGAZINES 
CLASSIFIED 


THE business branch of the Newark 
Public Library, Newark, N. J., has, 
under the direction of the late John 
Cotton Dana, compiled a list of the five 
hundred business magazines which are 
to be found in that library from the 
point of view of subject matter. Each 
magazine is listed under as many classifi- 
cations as there are subjects with which 
it deals in its editorial columns. The 
first edition of the list appeared in No- 
vember, 1926, and the new, second, 
edition has recently come from the press. 
328 


BOND VALUES gy 


THE Skandinaviska Kreditaktiebolaget,” 
Sweden, has distributed a volume of} 
the above name edited by Einar Huss” 
and K. G. Hagstrom. It contains 1647 
pages of tables, and about 40 pages ex- 7 
plaining them. Figures and explana | 
tions are in both English and Swedish. 7 


NEW BOOKS 


ACCOUNTING AND FINANCE. By C. L.7 
Brownell. New York: Wiley. $3.65. 7 
THE ForEIGN EXCHANGE MarkeET; A © 
Practical Treatise on Post-War For = 
eign Exchange. By Hugh Francis) 
Riley Miller. New York: Longmans.” 
$3.55. 3 


CorPORATE EARNING Power. By Wil 7 
liam Leonard Crum. Stanford Uni-7 
versity, Calif.: Stanford University] 
Press. $5.15. q 


HANDBOOK OF FINANCIAL MATHE j 
matics. By Justin H. Moore. Chir? 
cago: Rand, McNally. $10.15. 


STATE BANKS AND THE FEDERAL RE*™ 
SERVE SYSTEM. By Charles E. Tip-™ 
petts. New York: Van Nostrand] 
$4.15. a 


ForEIGN BANKING SysTEMS. By Henry” 
Parker Willis and Benjamin Haggott 
Beckhart. New York: Holt. $7. 65. 


FoREIGN TRADE IN 1929; official repo , 
of the National Foreign Trade Con 
vention held at Baltimore, Md., April) 
1929. New York: National Foreign . 
Trade Council. $2.65. 


EpocHs IN AMERICAN BANKING. y 
Noble Foster Hoggson. New Yorks) 
John Day. $5.15. 


INTERNATIONAL GOLD MOVEMENTS. 
Paul Einzig. New York: MacMillan, 
$2.55. 


AMERICAN BANKING PRACTICE (el 
second edition). By William 
Knifin. New York: McGraw- 
$3.65. 








